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CONFLICT OF LAW AND LOCAL CUSTOMS 
By ROBERT F. KENNEDY, Aétorney General of the United States 


Delivered at the Law Day Exercises, University of Georgia Law School, Athens, Georgia, May 6, 1961 


OR THE FIRST TIME since becoming Attorney Gen- 

eral, over three months ago, I am making something 

approaching a formal speech, and I am proud that it 
is in Georgia. Two months ago I had the very great honor 
to present to the President, Donald Eugene McGregor of 
Brunswick, Georgia. Donald McGregor came to Washington 
to receive the Young American Medal for Bravery. In twelve 
bad hours, he led a family of four to safety from a yacht 
which broke up in high seas off the Georgia coast. He im- 
pressed all of us who met him with his quiet courage. And, 
as the President said, Donald McGregor is a fine young 
American—one of a long line of Georgians who have, by their 
courage, set an outstanding example for their fellow Ameri- 
cans. 

They have told me that when you speak in Georgia you 
should try to tie yourself to Georgia and the South, and even 
better, claim some Georgia kinfolk. There are a lot of Ken- 
nedys in Georgia. But as far as I can tell, I have no relatives 
here and no direct ties to Georgia, except one. This State 
gave my brother the biggest percentage majority of any state 
in the union and in this last election that was even better than 
kinfolk. 

We meet at this great University, in this old State, the 
fourth of the original thirteen, to observe Law Day. 

In his Proclamation urging us to observe this day, the 
President emphasized two thoughts. He pointed out that to 
remain free the people must “cherish their freedoms, under- 
stand the responsibilities they entail, and nurture the will to 
preserve them.” He then went on to point out that “law is the 
strongest link between man and freedom.” 

I wonder in how many countries of the world people think 
of law as the “link between man and freedom.” We know that 
in many, law is the instrument of tyranny, and people think 
of law as little more than the will of the state, or the Party — 
not of the people. 

And we know too that throughout the long history of 


mankind, man has had to struggle to create a system of law 
and of government in which fundamental freedoms would be 
linked with the enforcement of justice. We know that we 
cannot live together without rules which tell us what is 
right and what is wrong, what is permitted and what is 
prohibited. We know that it is law which enables men to live 
together, that creates order out of chaos. We know that law 
is the glue that holds civilization together. 

And, we know that if one man’s rights are denied, the 
rights of all are endangered. In our country the courts have 
a most important role in safeguarding these rights. The 
decisions of the courts, however much we might disagree 
with them, in the final analysis must be followed and respected. 
If we disagree with a court decision and, thereafter, irresponsi- 
bly assail the court and defy its rulings, we challenge the 
foundations of our society. 

The Supreme Court of Georgia set forth this proposition 
quite clearly in 1949 in the case of Crumb v. the State (205 
GA. 547-552). The court, referring to U. S. Supreme Court 
decisions, said there and I quote: 

“And whatever may be the individual opinion of the 
members of this Court as to the correctness, soundness 
and wisdom of these decisions, it becomes our duty to 
yield thereto just as the other courts of this State must 
accept and be controlled by the decisions and mandates 
of this Court. This being a government of law and not 
by men, the jury commissioners in their official conduct 
are bound by the foregoing ruling of the Supreme Court 
of the United States, notwithstanding any personal 
opinion, hereditary instinct, natural impulse or geo- 
graphical tradition to the contrary.” 

Respect for the law—in essence that is the meanin, of Law 
Day—and every day must be Law Day or else our society 
will collapse. 

The challenge which international communism hurls against 
the rule of law is very great. For the past two weeks I have 
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ROBERT F. KENNEDY 


been engaged, for a good part of my time, in working with 
General Taylor, Admiral Burke, and Mr. Dulles, to assess the 
recent events in Cuba and determine what lessons we can learn 
for the future. 

It already has become crystal clear in our study that as the 
President has stated so graphically, we must reexamine and 
reorient our forces of every kind. Not just our military forces, 
but all our techniques and outlook here in the United States. 
We must come forward with the answer of how a nation, 
devoted to freedom and individual rights and respect for the 
law, can stand effectively against an implacable enemy who 
plays by different rules and knows only the law of the jungle. 
With the answer to this rests our future—our destiny—as a 
nation and as a people. 

The events of the last few weeks have demonstrated that 
the time has long since passed when the people of the United 
States can be apathetic about their belief and respect for the 
law and about the necessity of placing our own house in 
order. As we turn to meet our enemy, to look him full in the 
face, we cannot afford feet of clay or an arm of glass. 

Let me speak to you about three major areas of difficulty 
within the purview of my responsibilities that sap our national 
strength, that weaken our people, that require our immediate 
attention. 

In too many major communities of our country, organized 
crime has become big business. It knows no state lines. It 
drains of millions of dollars of our national wealth, infecting 
legitimate businesses, labor unions and even sports. Tolerating 
organized crime promotes the cheap philosophy that every- 
thing is a racket. It promotes cynicism among adults. It 
contributes to the confusion of the young and to the increase 
of juvenile delinquency. 

It is not the gangster himself who is of concern. It is what 
he is doing to our cities, our communities, our moral fiber. 
Ninety per cent of the major racketeers would be out of 
business by the end of this year if the ordinary citizen, the 
businessman, the union official and the public authority stood 
up to be counted and refused to be corrupted. 

This is a problem for all America, not just the FBI or the 
Department of Justice. Unless the basic attitude changes here 
in this country, the rackets will prosper and grow. Of this 
I am convinced. 

The racketeers, after all, are professional criminals. Burt, 
there are the amateurs—men who have law-abiding back- 
grounds and respectable positions, who, nevertheless, break 
the law of the land. We have been particularly concerned lately 
in the Department of Justice about the spread of illegal price- 
fixing. I would say to you, however, it is merely symptomatic 
of many other practices commonly accepted in business life. 

Our investigations show that in an alarming number of 
areas of the country businessmen have conspired in secret 
to fix prices, made collusive deals with union officials, de- 
frauded their customers and even in some instances cheated 
their own government. 

Our enemies assert that capitalism enslaves the worker and 
will destroy itself. It is our national faith that the system of 
competitive enterprise offers the best hope for individual 
freedom, social development and economic growth. 

Thus, every businessman who cheats on his taxes, fixes prices 
or underpays his labor, every union official who makes a 
collusive deal, misuses union funds, damages the free enter- 
prise system in the eyes of the world and does a disservice to 
the millions of honest Americans in all walks of life. 

Where we have evidence of violation of laws by the 
“respectables,” we will take action against the individuals 
involved, as well as against their companies. But in the end, 
this also is not a situation which can be cured by the Depart- 
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ment of Justice. It can only be cured by the business and 
unions themselves. 

The third area is the one that affects us all the most directly 
—civil rights. 

The hardest problems of all in law enforcement are those 
involving a conflict of law and local customs. History has 
recorded many occasions when the moral sense of a nation 
produced judicial decisions such as the 1954 decision in Brown 
v. Board of Education, which required difficult local adjust- 
ments. 

I have many friends in the United States Senate who are 
Southerners. Many of these friendships stem from my work as 
counsel for the Senate Rackets Committee, headed by Senator 
John McClellan of Arkansas for whom I have the greatest 
admiration and affection. 

If these Southern friends of mine are representative South- 
erners—and I believe they are—I do not pretend that they 
believe with me on everything or that I agree with them on 
everything. But, knowing them as I do, I am convinced of this: 

Southerners have a special respect for candor and plain talk. 
They certainly don’t like hypocrisy. So, in discussing this 
third major problem, I must tell you candidly what our policies 
are going to be in the field of civil rights and why. 

First let me say this: the time has long since arrived when 
loyal Americans must measure the impact of their actions 
beyond the limits of their own towns or states. For instance, 
we must be quite aware of the fact that 50% of the countries 
in the United Nations are not white; that around the world, 
in Africa, South America and Asia, people whose skins are 
a different color than ours are on the move to gain their 
measure of freedom and liberty. 

From the Congo to Cuba, from South Vietnam to Algiers, 
in India, Brazil and Iran, men and women and children are 
straightening their backs and listening—to the evil promises 
of communist tyranny and the honorable promises of Anglo- 
American liberty. And those people will decide not only their 
future but how the cause of freedom fares in the world. 

In the United Nations we are striving to establish a rule 
of law instead of a rule of force. In that forum and elsewhere 
around the world our deeds will speak for us. 

In the worldwide struggle, the graduation at this University 
of Charleyne Hunter and Hamilton Holmes will without 
question aid and assist the fight against communist political 
infiltration and guerrilla warfare. 

When parents send their children to school this Fall in 
Atlanta, peaceably and in accordance with the rule of law, 
barefoot Burmese and Congolese will see before their eyes 
Americans living by the rule of law. 

The conflict of views over the original decision in 1954 
and our recent move in Prince Edward County is understand- 
able. The decision in 1954 required action of the most difficult, 
delicate and complex nature, going to the heart of Southern 
institutions. I know a little of this. I live in Virginia. I studied 
law at the University of Virginia. I have been privileged to 
know many able Southern solders, scholars, lawyers, jurists, 
journalists and political leaders who have enriched our national 
life. From them I have drawn some understanding of the 
South, but my knowledge is nothing to yours. 

It is now being said that the Department of Justice is 
attempting to close all public schools in Virginia because of 
the Prince Edward situation. This is not true, nor is the Prince 
Edward suit a threat against local control. 

We are maintaining the orders of the courts. We are 
doing nothing more nor less. And if any one of you were in 
my position you would do likewise for it would be required 
by your oath of office. You might not want to do it, you might 
not like to do it, but you would do it. 
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For I cannot believe that anyone can support a principle 
which prevents more than a thousand of our children in one 
county from attending public school—especially when this 
step was taken to circumvent the orders of the court. 

Our position is quite clear. We are upholding the law. Our 
action does not threaten local control. The Federal government 
would not be running the schools in Prince Edward County 
any more than it is running the University of Georgia or the 
schools in my State of Massachusetts. 

In this case—in all cases—I say to you today that if the 
orders of the court are circumvented, the Department of 
Justice will act. 

We will not stand by or be aloof. We will move. 

Here on this campus, not half a year ago, you endured a 
difficult ordeal. And when your moment of truth came, the 
voices crying “force” were overridden by the voices pleading 
for reason. 

And for this, I pay my respects to your governor, your 
Legislature and most particularly to you, the students and 
facuity of the University of Georgia. And I say, you are the 
wave of the future—not those who cry panic. For the country’s 
furure you will and must prevail. 

I happen to believe that the 1954 decision was right. But, 
my belief does not matter—it is the law. Some of you may 
believe the decision was wrong. That does not matter. It is 
the law. And we both respect the law. By facing this problem 
honorably, you have shown to all the world that we Americans 
are moving forward together—solving this problem—under 
the rule of law. 

An integral part of all this is that we make a total effort to 
guarantee the ballot to every American of voting age—in the 
North—as well as in the South. The right to vote is the 
easiest of all rights to grant. The spirit of our democracy, the 
letter of our Constitution and our laws require that there be 
no further delay in the achievement of full freedom to vote 
for all. Our system depends upon the fullest participation of 
all its citizens. 

The problem between the white and colored people is a 
problem for all sections of the United States. And as I have 
said, I believe there has been a great deal of hypocrisy in deal- 
ing with it. In fact, I found when I came to the Department 
of Justice that I need look no further to find evidence of this. 

I found that very few Negroes were employed above a 
custodial level. There were 950 lawyers working in the De- 
partment of Justice in Washington and only 10 of them were 
Negroes. At the same moment the lawyers of the Department 
of Justice were bringing legal action to end discrimination, that 
same discrimination was being practiced within the Depart- 
ment itself. 

At a recent review for the visiting leader of a new African 
state, there was only one Negro in the guard of honor. At the 
Bureau of the Budget, Negroes were used only for custodial 
work. 

The Federal government is taking steps to correct this. 

Financial leaders from the East who deplore discrimination 
in the South belong to institutions where no Negroes or Jews 
are allowed and their children attend private schools where 
no Negro students are enrolled. Union officials criticize 
Southern leaders and yet practice discrimination with their 
unions. Government officials belong to private clubs in Wash- 
ington where Negroes including Ambassadors are not wel- 
comed even at mealtime. 

My firm belief is that if we are to make progress in this 
area—if we are to be truly great as a nation, then we must 
make sure that nobody is denied an opportunity because of 
race, creed or color. We pledge, by example, to take action in 
our own backyard—the Department of Justice—we pledge 
to move to protect the integrity of the courts in the adminis- 
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tration of justice. In all this, we ask your help—we need your 
assistance. 

I come to you today and I shall come to you in the years 
ahead to advocate reason and the rule of law. 

It is in this spirit that since taking office I have conferred 
many times with responsible public officials and civic leaders 
in the South on specific situations. I shall continue to do so. 
I don’t expect them always to agree with my view of what the 
law requires, but I believe they share my respect for the law. 
We are trying to achieve amicable, voluntary solutions without 
going to court. These discussions have ranged from voting 
and school cases to incidents of arrest which might lead to 
violence. 

We have sought to be helpful to avert violence and to get 
voluntary compliance. When our investigations indicate there 
has been a violation of law, we have asked responsible officials 
to take steps themselves to correct the situation. In some in- 
stances this has happened. When it has not, we have had to 
take legal action. 

These conversations have been devoid of bitterness or hate. 
They have been carried on with mutual respect, understanding 
and good will. National unity is essential and before taking any 
legal action, we will where appropriate, invite the Southern 
leaders to make their views known in these cases. 

We, the American people, must avoid another Little Rock 
or another New Orleans. We cannot afford them. It is not 
only that such incidents do incalculable harm to the children 
involved and to the relations among people. It is not only that 
such convulsions seriously undermine respect for law and order, 
and cause serious economic and moral damage. Such incidents 
hurt our country in the eyes of the world. We just can’t afford 
another Little Rock or another New Orleans. 

For on this generation of Americans falls the full burden of 
proving to the world that we really mean it when we say all 
men are created free and are equal before the law. All of us 
might wish at times that we lived in a more tranquil world, 
but we don’t. And if our times are difficult and perplexing, so 
are they challenging and filled with opportunity. 

To the South, perhaps more than any other section of the 
country, has been given the opportunity and the challenge and 
the responsibility of demonstrating America at its greatest— 
at its full potential of liberty under law. 

You may ask, will we enforce the Civil Rights statutes. 

The answer is: “Yes, we will.” 

We also will enforce the antitrust laws, the antiracketeering 
laws, the laws against kidnapping and robbing federal banks, 
and transporting stolen automobiles across state lines, the 
illicit trafic in narcotics and all the rest. 

We can and will do no less. 

I hold a constitutional office of the United States Govern- 
ment, and I shall perform the duty I have sworn to undertake 
—to enforce the law, in every field of law and every region. 

We will not threaten, we will try to help. We will not 
persecute, we will prosecute. 

We will not make or interpret the laws. We shall enforce 
them—vigorously, without regional bias or political slant. 

All this we intend to do. But all the high rhetoric on Law 
Day about the noble mansions of the law; all the high-sound- 
ing speeches about liberty and justice, are meaningless unless 
people—you and I—breathe meaning and force into it. For 
our liberties depend upon our respect for the law. 

On December 13, 1889, Henry W. Grady of Georgia said 


these words to an audience in my home State of Massachusetts: 


“This hour little needs the loyalty that is loyal to one 
section and yet holds the other in enduring suspicion and 
estrangement. Give us the broad and perfect loyalty that 
loves and trusts Georgia alike with Massachusetts—that 
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JOHN DAVIS LODGE 


knows no South, no North, no East, no West, but endears 
with equal and patriotic love every foot of our soil, every 
State of our Union. 

“A mighty duty, sit, and a mighty inspiration impels 
everyone of us tonight to lose in patriotic consecration 
whatever estranges, whatever divides. We, sir, are Ameri- 
cans—and we stand for human liberty!” 


The Need 
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Ten days later Mr. Grady was dead but his words live today. 
We stand for human liberty. 

The road ahead is full of difficulties and discomforts. But 
as for me, I welcome the challenge, I welcome the opportunity 
and I pledge my best effort—all I have in material things and 
physical strength and spirit to see that freedom shall advance 
and that our children will grow old under the rule of law. 


For Unity 


LET US UNDERSTAND OUR FRIENDS BETTER AND JUDGE THEM LESS 
By JOHN DAVIS LODGE, United States Ambassador to Spain 
Delwered before the American Club, Madrid, April 4, 1961 


S ISTAND HERE TODAY, it is hard for me to realize 
that this is the last time that I shall meet with you as 
American Ambassador to Spain. The days of our years, 

alas, pass all too rapidly, especially when a person is active 
and happy. These last six years have been active and happy 
for me and for my family. I am comforted by the thought that, 
God willing, I shall join with you again at a similar festive 
occasion, albeit not as Ambassador. 

The American Club represents many precious memories for 
me. I have enjoyed the splendid fellowship which exists here, 
and I think it is particularly significant that in this so-called 
American Club we have so many good Spanish friends as 
members. This symbolizes the “compenetracién,” the real day- 
to-day friendship which binds us together. 

This fine friendship is based on many factors. It is based on 
mutual interests, mutual respect, many common traditions, 
and common aspirations. It is the product of a great joint en- 
deavor, of working for a common cause. Our friendship is the 
basis for our united determination to meet the common 
challenge. It underscores our conviction that, in a world con- 
tracted by science, we must be united in our objectives if we 
are to survive the relentless Communist onslaught. It means 
that essentially we share a common destiny. 

My illustrious predecessor, Benjamin Franklin, who was 
appointed the first American diplomatic representative to 
Spain, said during the American Revolution: “We must all 
hang together, or assuredly we shall all hang separately.” We 
know this to be a solemn fact in today’s jungle world. 

For while some nations have, in the past 100 years, made 
much progress “like vessels on a common tide” in science, 
invention, and in the material things in life, the world was, in 
sober truth, a far safer place 100 years ago than it is today. 
Our planet is torn by dissention and strife. The “rising ex- 
pectations” of millions of people are threatened by the rising 
menace of the Communist Juggernaut. Genuine national move- 
ments are used by our self-styled enemies to enslave millions of 
people and to foment disturbances in all parts of the world 
with the declared objective of world domination. Whether in 
Africa or in Cuba, in Laos, Tibet, or Berlin, in the streets of 
Tokyo or the boulevards of Brussels, the ruthless leaders of the 
Communist hordes are striving to push ever outward the vast 
area of their dominion toward constantly new frontiers of 
conquest and tyranny. 

In meeting this threat, unity is essential; unity is the greatest 
weapon in our entire arsenal of power. Unity of action and of 
purpose is what we Americans have enjoyed with our Spanish 
friends during the past few years. If we could forge a similar 
unity with each nation of the non-Communist world, there 
would be little doubt as to the outcome of the titanic struggle 
in which we are inexorably engaged. For let us make no mis- 


take about it, our only choice is between enslavement and 
victory. The’ Russian ambition is conquest; ours is peace. It is 
at least possible to have peace under conquest. This would in 
fact be peace of a sort. It would be the peace of a vast con- 
centration camp. For a proud and dynamic people it would be 
an intolerable nightmare. It would be a living death. What we 
must strive for is a peace based on justice, virtue, and reason. 
Our very survival is at stake, survival not only of our bodies 
but of our spirits, of our great heritage, and of the civilization 
which is the result of the patient accumulation of centuries 
of culture and achievement. 

We are engaged in a mortal conflict; not the bloody atomic 
holocaust which all men dread, but the cold war about which 
Winston Churchill spoke. If the Soviets can win the cold war, 
there is no need for them to fight a hot war; and there will be 
no opportunity for us to use our great deterrent power. We 
must learn to fight the war as and where it is being fought, and 
it is being fought in one way or another everywhere. We 
must learn to operate effectively in that twilight zone of action 
where the Communists excel. I have said this repeatedly since 
the end of World War II, and it has been said by others. The 
Russians and their co-belligerents have during the past 15 
years extended their dominion over more than 800 million 
souls, not by massive armed attack but by external force, in- 
ternal pressure, by bribery, coercion and corruption; by propa- 
ganda lies, and all manner of deceit. This is not invective, it is 
fact; it is the truth and this is our moment of truth; this is 
the war which we must win. Only by meeting and overcoming 
this challenge can we insure the survival of our civilization. 
The time is running short. I am convinced that we can win, 
but it will require the integrated strength and the united pur- 
pose of the entire non-Communist world to rid ourselves of 
this implacable menace. 

While we must keep our eyes on the horizon—yes, on the 
stars, as Columbus said—it is, I think, useful also to cast a 
brief backward glance. For a knowledge of the past is essential 
to an understanding of the present and to preparation for the 
future. “The past is prologue” but it is also, after all, all that 
we know anything about. While excessive loyalty to the past, 
according to Machiavelli, may constitute a betrayal of the 
future, for a nation to ignore its past is as dangerous to its 
prospects as for a man to lose his memory. Indeed, the Com- 
munists themselves state as part of their dogma that they intend 
to cut people off from their history, to set them adrift on an 
uncharted sea without either rudder or anchor. Thus, they 
would be more docile to serve the predatory, imperialistic 
Communism of the Russian and Chinese monoiithic states. 

As I look back over the last six, short, all too short, years 
that I have had the high honor to be American Ambassador 
to Spain, many thoughts and recollections crowd my mind. 
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I think of the joint Spanish-Amefican air bases, the Naval 
base, the 485-mile-long pipeline, and other important military 
installations, built at a cost of some 350 million dollars, an 
impressive monument to Spanish-American cooperation in 
this time of dire peril. These bases, these far-flung facilities 
are functioning effectively; they are under joint Spanish- 
American operation, and they constitute a warning to those 
who would destroy us that we have the means and the will 
not only to defend ourselves but to strike a lethal blow at our 
attackers. 

I think of our military-aid program under which we have 
contributed hundreds of millions of dollars to fortify our 
Spanish friends and to help them to help us if, God forbid, 
the hot war should descend upon us. 

I think of our technical cooperation projects, of our cultural 
exchange activities, including the Fulbright Program, and of 
the constantly increasing interchange of art, artists, educators, 
students, and writers. 

I think of the successful visits to the United States of Foreign 
Ministers Fernando Castiella and Alberto Martin Artajo and 
other high-ranking Spanish Government officials. 

I think of visits to Spain by Congressmen and Senators, by 
members of President Eisenhower's cabinet and other high- 
ranking American officials. I think of two most useful visits 
by Secretary of State John Foster Dulles; and I think of 
President Eisenhower's historic visit, the first by an American 
President. Who can ever forget the enthusiastic, uproarious 
welcome accorded him by the friendly people of Spain! Who 
can ever forget the wildly cheering crowds thronging the 20- 
mile Presidential route right into the heart of the great city 
of Madrid! 

I think of the increasing number of American tourists who 
are discovering the matchless art treasures, the ancient monu- 
ments, the majestic landscape, the translucent air, the distant 
steeples, the noble people—yes, the ineffable magic of this 
enchanted land. 

I think of my trips along the length and breadth of this 
historic peninsula, of villages such as Tragacete, Humilladero, 
Jeres del Marquesado, and Villanueva del Pardillo, where my 
family and I have been received with the same simple dignity, 
the same warm friendliness with which we have from the 
beginning been welcomed in the great cities of Spain. 

I think of the ceremonies in which I have participated, the 
ferias which I have visited, the folklore dances, the hunts with 
convivial Spanish friends, the horseback rides in the spacious 
Spanish countryside with the scent of jara and tomillo in the 
air, the sun setting bright red behind the snow-capped Gua- 
darrama Mountains and Madrid suddenly appearing before us 
like an alabaster vision. 

I think of the economic progress which has been made 
during the last six years. In the economic field, the years I 
have spent in Spain have been highly eventful. Spain has had 
hard experiences with inflation, loss of foreign exchange re- 
serves and the declining value of the peseta in international 
markets. At the same time, however, much real economic 
growth has taken place and the country has become free from 
the conditions of shortages and scarcity of essential goods 
which were common when I arrived. All friends of Spain 
were gratified when the Spanish stabilization program was 
adopted in July, 1959; and vigorous and fundamental measures 
were taken to put an end to inflation, stop the balance of pay- 
ments drain, and stabilize the peseta at a new and realistic rate. 

I am glad that the United States has been able to give 
significant help to Spain during all this period. This assistance, 
by strengthening Spain, advances our common cause, a cause 
in which the United States, Spain, and the entire non-Com- 
munist world are inextricably involved. Thus it was that we 
made available substantial amounts of capical equipment to 
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help the development of Spanish industry, agriculture, and 
transportation; we helped to meet consumer goods needs 
during the period of inflation and shrinking foreign exchange 
reserves. Most recently, we were glad to help to underwrite the 
financial success of the stabilization plan through helping to 
furnish foodstuffs, raw materials, and capital projects. Most 
of you are aware, I am sure, that the United States Govern- 
ment has provided in different forms over one billion dollars 
of economic assistance to Spain: Defense Support grants, Ex- 
port-Import Bank and Development Loan Fund Loans, grants 
and long-term economic development loans from the proceeds 
of the sale of U. S. farm products for pesetas, and technical 
assistance in many fields. I am especially happy that this many- 
sided assistance program has not only helped support the 
economy as a whole at a time of critical need but—a fact 
which may not always be apparent to the man in the street— 
has brought direct benefits to the hard-working people of 
Spain, for example, by insuring adequate unrationed supplies 
of food and fibers, by increasing the availability and reliability 
of electric power, by irrigation, land consolidation and other 
help to farmers, and by gifts of food to over four million 
needy children and adults annually through Caritas. I trust 
that American economic aid will continue to be adequate to 
the task. 

I fervently hope that the years to come will see renewed 
and continued economic development in an atmosphere of 
peace and progress. To this end I hope that a fuller measure 
of liberalization in international trade can take place and that 
there will be steps to attract a larger volume of foreign private 
investment which the country needs and which can play a vital 
role in its development. I anticipate that the work of the In- 
ternational Bank Mission which has recently arrived will be 
significant in helping Spain to map the surest and best road 
to future economic development, and better living standards 
for all. I expect Spain and her free world partners and neigh- 
bors to reap increasingly greater mutual benefits from Spanish 
participation in the policies and work of international econom- 
ic organizations—world-wide and regional. 

While we live in an increasingly complex world in which 
specialization is the order of the cay, it is also true that our 
world is increasingly inter-depenu ai. National boundaries 
no longer coincide * “ith economic frontiers and the political 
development of a country is inextricably intertwined in many 
respects with its economic development. So it is that largely 
agriculture nations tend to be more conservative in many of 
their attitudes than the more industrial nations. Just as some 
people have an aptitude for painting, others for languages, 
and still others for mathematics and science, so nations differ 
in their talents; they differ also in their cultural development, 
their military development, their economic development and 
their political development. 

As we look around the world at the many new nations and 
other peoples struggling towards nationhood, it would be wise 
not to expect those who are underdeveloped culturally, mili- 
tarily, and economically, to develop politically overnight. “You 
cannot in human experience rush into the light.” 

We Americans, in this trembling hour of decision, have the 
awesome responsibility, the sacred duty, the God-given oppor- 
tunity to protect the weaker nations from being crushed under 
the despotic heel of the Communist boot. We must not allow 
the new independence of infant nations to be mutilated and 
destroyed by the Russian and Red Chinese enemies of freedom. 
It ill behooves the Soviets, who, with utter disregard of the 
rights of others, have built on the wreckage of human lives and 
hopes the largest and most tyrannical colonial empire in all 
recorded history, to talk sanctimoniously about the colonies of 
others. They do not come into court with clean hands. Their 
hands drip with the blood of the martyrs and heroes of 
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Hungary and Poland and of many other lands. 

The great Chinese seer and patriot, Sun Yat Sen, said that 
if you could really understand your enemy, he could not defeat 
you. Let us then understand what is the Communists’ first order 
of priority. They have given us ample warning. James Reston, 
writing in the New York Times on March 21, says: “They 
know what their first priority is, and it isn’t Angola or Africa, 
Laos or Latin America. It is the disintregration of the Western 
Alliance. This is what they're after, for if they can achieve that, 
they can pick up the colonies and even the continents at their 
leisure.” Let us not allow those who would destroy us to do 
by votes what we will not permit them to do by force of arms. 
Let us do all in our power to keep the North Atlantic Treaty 
Organization and the entire Western Alliance strong. Let us 
press for Spain, an Atlantic nation on whose strategic support 
the North Atlantic Treaty nations count, to be invited forth- 
with to join NATO. 

Those who have sworn to “bury” us are aiming many 
poisoned arrows at our Spanish friends. They attack them on 
the radio and in the press for having allowed us Americans to 
build military installations on Spanish soil. In order to distract 
attention from their own heinous transgressions, they direct a 
constant stream of propaganda against a people who from 
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bitter bloody experience know what Communism is. The 
Spaniards fully understand the nature of these threats which 
they continue to resist with sturdy courage. Yet in spite of the 
tragedy, the heroism, and the sacrifice of countless Spaniards, 
certain legends persist. Apparently it is easier to split the 
atom than to destroy prejudice. Ignorance and prejudice re- 
main our greatest enemies. Ancient myths survive the revolu- 
tionary impact of nuclear fission and become obstacles in the 
way of that unity which is such an urgent necessity. 

We do not seek to remake the Russian and Chinese Com- 
munists in our own image; let us not attempt to reform our 
friends in our own image. We are trying to reach a modus 
vivendi with the Soviet Union; let us endeavor to built a 
modus operandi with our friends and allies. Let us try to under- 
stand our friends better and to judge them less. Let us stress 
not the things which tend to divide us from our companions 
in this epic struggle, but rather the large, common aspirations 
which bind us together. 

Then shoulder to shoulder and hand in hand we shall with 
one accord go forward to meet the common challenge. Then, 
at long last, we shall emerge from the ominous dark clouds 
which are charging down upon us into the sunlight of a just 
and secure peace. 


Tunisia And The United States 


HELPING PEOPLE ACQUIRE A BETTER LIFE 
By HABIB BOURGUIBA, President of the Tunisian Republic 


Delivered to Joint Meeting of the House and Senate, Washington, D. C., May 4, 1961 
(Translation from French) 


R. SPEAKER, Mr. President, honorable Members of 
Congress, it is both an honor and a great joy for me 
to address the representatives of a friendly people 

who share with us the same devotion to the deepest human 
values, the same faith in the continuing struggle against oppres- 
sion in all its forms, the same belief in the ultimate triumph 
of freedom and human dignity. 

Independent Tunisia will never forget the loyalty of the 
United States of America to the principle of liberty and self- 
determination which has evidenced to her at a particularly 
critical moment in her history when, after the forces of the 
Axis had been shatiered in north Africa, the representative of 
the United States in Tunis demonstrated that he understood 
the sense of our national struggle. In 1943, at the most heady 
and enthralling moment of a victorious campaign, Mr. Hooker 
Doolittle—allow me to name him at the risk of embarrassing 
him—did not hesitate to give his support to the Tunisian na- 
tional movement which he recognized as the authentic mouth- 
piece of our people's aspirations. At almost the same moment, 
at the other end of north Africa, President Franklin Delano 
Roosevelt was lending his support to the idea that the end of 
war should also be the end of empire. 

Nor will we ever forget that President Eisenhower was the 
first head of state to recognize the independence of Tunisia 
and to give it his blessing upon its entry into the international 
community; nor that he helped us to safeguard our inde- 
pendence on several occasions when it was threatened; and 
that by a decisive material aid he enabled us to give flesh 
and blood to our newly won sovereignty. 

In this evidence we have witnessed of your country’s loyalty 
to the principles which are the basis of all human society, I 
wish to hail our common attachment to liberty. For both our 
peoples this is our pride, our glory, and the true source of the 
eternal flame of youth. 


Honorable Members of Congress, it is indeed in the name 
of a people who fought for their liberty for half a century 
that I have the honor to address you. I must tell you that my 
people never for one moment wavered from its faith in the 
necessity of cooperation among men, throughout all the 
vicissitudes of its struggle, and beyond all the resentments 
that that struggle might have generated. 

For the primary quest of nationalism, as is so well recog- 
nized by President Kennedy is essentially liberation from the 
degrading subjection of man to man and of people to people. 
And its basic premise is the assertion that all men are born 
equal, and thus all should share alike in the great work of 
building human civilization, whatever differences in circum- 
stances the accidents of history may have produced. 

Nationalism is an attempt to render human society truly 
human by giving to each people and to each man both dignity 
and a free choice of the institutions under which they live. 
That is why Tunisia, throughout its national struggle, has 
remained steadfast to this abiding truth: That the future of 
mankind lies in our ability to cooperate with each other, 
and to be moved by the tremendous force of human solidarity 
generated at this historic moment when man is about to pierce 
the limits of space and venture into the infinity of the cosmos. 

We believe in the future of man, in his possibilities for 
progress. We believe that it is not only of intellectual and 
technical progress that we must think, but also of moral prog- 
ress. This possibility of man’s moral progress is the only 
hope for the establishment of a genuine international peace. 

In the existing climate of international relations, peace is 
nothing but the absence of war, and thus infinitely unstable, 
precarious, dangerous. Rivalry, jealousy, fear, and suspicion, 
the desire to dominate others motivate the policies not only 
of the great powers, but also many of the small nations. And 
these motives of passion are stronger than an enlightened 
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view of self-interest, which, if genuinely followed, would lead 
the governments of the world to cooperation rather than to 
competition. The problems which agitate the world today— 
Algeria, the Congo, Palestine, Cuba, Laos, Angola—are a 
reflection of these motives rather than their cause. When men, 
and the leaders of men, realize that their need for each other, 
for solidarity, for coopration, is stronger than their need for 
temporary victories, more real than their fears, more fruitful 
than their hatreds and their passions, the foundations of a 
solid peace can be laid. 

These are the principles and premises which have guided 
Tunisia since her entry into the international community of 
sovereign states in 1956. We have at all times sought to avoid 
demagogery and to resist the temptation to take up extreme 
positions, however facile. We have always preferred attach- 
ment to principles to an easily-won popularity. We have taken 
up stands which have not always been approved by our friends, 
and which have seemed suspicious to our adversaries but which 
have always in the long run been approved. We have never 
chosen policies out of a so-called solidarity, which is often 
a pretext for self-interest or a cloak for real divergences. 

All this has given us a genuine freedom of action in inter- 
national affairs, and earned us, I believe, a respect beyond 
the measure of our modest size. A real friend is not he who 
flatters your pride by always agreeing with you, whatever 
he may secretly believe, but rather he who tells you what he 
believes to be true, at the risk of a temporary irritation. 

Thus, for example, we have never hesitated to point out 
to the Western World the harm it has done itself by com- 
promising with its own principles in order to avoid giving 
offense to some of its members, or by allying itself without 
real conviction with causes which are unjust, or simply lost. 

It is therefore a real source of satisfaction to us to see the 
United States of America return to its traditional policy of 
anticolonialism and support for the principle of self-determina- 
tion and independence for all peoples. What your country 
gains in affection and prestige from the recently emancipated 
and the still colonized peoples is greater than the anger or 
irritation of guilty governments, however powerful these 
governments may be. The forces of history are stronger than 
those of individual men and governments, and if you march 
with progress, not against it, you can never lose. 

It is Our common attachment to these principles which 
constitutes the surest foundation for cooperation between 
Tunisia and the United States of America. A relationship 
between a great power and a small one which is based only on 
immediate interests or on constraint, is not a happy or a 
healthy one. What your country needs are not satellites who 
vote with you automatically on all issues because they want 
your money, but friends who support you from conviction. 
I can assure you that Tunisia will always tell you when we 
disagree with you, just as we will always applaud you when 
we believe you to be right. And we expect from you a 
reciprocal frankness. 

One of the greatest problems in the world today is the 
transformation of the relationship between the colonial and 
imperial powers and the colonized peoples. The transition 
from the status of subjection to that of sovereignty is not an 
easy one. It has been the constant preoccupation of Tunisia to 
demonstrate that it need not be disastrous. In the period of 
our national struggle to regain our independence from France 
we were very careful to restrain from any actions or words 
that might have rendered our future cooperation with France 
difficult or impossible. We believed firmly that a national 
movement based on hatred or revenge would be unfitted to 
shoulder the responsibilities of power. 

It is for this reason that we accepted the idea of a graduated 
progression toward full sovereignty. We never claimed all 
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or nothing. What we claimed was the recognition by France 
of our right to freedom and to sovereignty, and the acceptance 
of the consequences of that recognition. Even today we are 
still unable to exercise our full sovereignty over a portion of 
our national territory—and I am thinking of Bizerta, still 
occupied by French forces against our will. I must state here 
that it is our firm intention to liberate our country from the 
last vestiges of a foreign occupation. 

The same desire for a transformed relationship with our 
former governors has guided us in our attitude to the war 
in Algeria. We have never ceased to proclaim our full and 
unqualified support for the struggle of our Algerian brethren 
for independence, or to translate that support from the moral 
to the material plane. We have been proud to extend to our 
Algerian brothers all the facilities of our territory to carry on 
their legitimate struggle. But we have done all this not to 
anger or combat France, but rather to help France to liberate 
herself from the intolerable burden of empire. At the same 
time we have tried to help the Algerian people to recover 
their rights. Once the war in Algeria is over, and the Algerian 
people enter into sovereignty and independence as we have 
done, we may look forward to a new era not only in North 
Africa, but throughout Africa and all around the Mediter- 
ranean. The age-old rivalries and hatreds between the peoples 
of the Mediterranean, the ancient exploitation of Africa by 
Europe, will give way to a common effort to exploit our 
resources, to construct a better world all together. 

For this is the great challenge of our times. History will 
judge us by the efforts we have made to assure the welfare 
and the plenty of our peoples; not by the alliances or the 
pacts we have made. Our external relations with the rest of 
the world are to be judged not from the point of view of 
power or prestige, but by the extent to which they enable us 
to help our peoples acquire a better life. 

In this sphere the relations between Tunisia and the United 
States of America have been happy. In a critical period of 
our newly won independence your Government came to our 
aid. And for 4 years now a program of economic coopera- 
tion and technical assistance has been in existence in Tunisia 
to the mutual satisfaction of both our countries. If we try 
to discover the reasons for which our cooperation has been 
so successful, our relations so happy, I believe it is because 
we have shared a common approach to our problems. The 
basic philosophy which underlies our struggle against under- 
development is the principle that the major effort must be 
our own. We have not waited for others to help us before we 
began to help ourselves, nor have our programs depended for 
their inauguration upon an assistance from outside. We have 
started from the premise that there are certain objectives in 
the social and economic sphere, certain minimum standards 
which our citizens have a right to expect, which we have to 
aim at. We fully realize that the greatest burden, the largest 
sacrifices, lie upon ourselves. We realize also that no amount 
of economic aid will help a people who have no clear idea 
of where they are going, or no willingness to create the means 
of getting there. Insofar as we look to outside sources for help, 
it is only to the extent that that help will enable us eventually 
—and in not too long a time—to dispense with it. 

However, in the struggle for economic growth and develop- 
ment it is not only the end that counts, but also the means. 
And it is here that we share one more belief with you. While 
we recognize that the effort to raise the living standards of 
our people depends on a planned and orderly use of our 
resources, we also hold that this is not incompatible with 
the maintenance of individual liberty and the development 
of free institutions. It is not our intention to sacrifice the 
basic rights of the living for the hypothetical happiness of 
the still unborn, nor do we believe that the necessity of any 
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such choice exists. It freemen do not have the will and the 
ability to submit to common sacrifices and to share in a 
common effort, then there is no future for liberty in the world. 
This we cannot believe to be the case. We know that there 
is no greater force in the world than that of freemen working 
together for a common effort. 

I believe that this Congress realizes fully to what extent 
the fate of the more privileged peoples is linked with that of 
the less privileged. The world today is one, and no people can 
live alone. The relationship between rich societies and poor 
is mot an easy one, and calls for infinite tact, patience, and 
above all, intelligence. Aid inappropriately given may do 
more harm than good. Formulas and theories which are too 
rigid must be avoided. The techniques of cooperation must be 
constantly revised in the light of experience. There must 
also be an exact appraisal of the relation of the moral to the 
practical: for if on the one hand to help the less fortunate is 
a duty, it is also a matter of self-interest. The continued health 
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of the more developed societies depends on the possibility of 
economic growth in the less developed. There should be no 
condescension of the rich to the poor, just as there should be 
no resentment by the poor of the rich. 

In all our thinking, cooperation rather than aid or assistance 
should be our watchword. In the Arabic language there is a 
saying that “It takes two hands to clap.” Cooperation implies 
a mutual effort, and mutual benefit. Ir demands an under- 
standing not only of the needs of one side, but also of the 
possibilities of the other. Above all, ic demands a common 
vision of the goal ahead and a common philosophy of life. 

I believe firmly that the conditions of an ever-growing 
cooperation between my country and yours exists. History 
has forged many links between us in the past. May the 
Tunisian and American peoples look forward to a future in 
which these links will be ever stronger, based as they are on 
cooperation, respect and affection. 

I thank you. 


The Far East 


THE MUNICH PSYCHOSIS 
By THOMAS J. DODD, Senator from Connecticut 


Delivered before the Asian People’s Anti-Communist League, Manila, Philippines, May 3, 1961 


CONSIDER it an honor to be present at this historic 
conference of the Asian People’s Anti-Communist League. 
You meet at a moment of peril and crisis. We are all, I 

know, downhearted by recent developments in Cuba and in 
Laos. We are fearful and worried over the growing Communist 
guerrilla action in South Vietnam, over the growing threat to 
the free nations of Southeast Asia. We are all concerned, too, 
over the propaganda implications of the Kremlin’s one-sided 
triumph in space. 

On the basis of our postwar record, I could not blame you 
for believing that the American giant has been asleep. This in- 
deed, was the theme of a recent article in Reader's Digest by 
that great Asian and world statesman, Gen. Carlos P. Romulo. 
“Wake Up America,” was the title of his article. 

I believe there is symbolic significance in the fact that this 
article, calling upon America to raise itself from its slumber, 
was written by an Asian. It is in Asia that the Communists have 
scored their greatest victories since the close of World War I. 
It is in Asia, too, that the armed forces of communism and of 
freedom have clashed most frequently. In China, in Korea, in 
Vietnam, in Tibet, in Malaya, in the Philippines, and on the 
northern frontiers of India, hundreds of thousands of Asian 
patriots have given their lives in the battle for freedom. 

And while the whole free world is threatened by the ad- 
vancing Communist tide, it is Asia that is most immediately 
threatened. Your countries stand on the front line. Here in 
Asia there is no more room for retreat and there is precious 
little margin for error. The fate of freedom the world over, in 
my opinion, may very well be decided in the Far East in the 
bitter battles that now loom on the horizon. 

The West would do well to heed the warnings of the Asian 
peoples, not only because of their present peril, but also because 
of their hard-won experience in the battle against communism. 
There have been defeats in the Far East, tragic defeats. But 
there have also been great victories. 

I cannot help recalling that it was here in the Philippines 
under the leadership of the immortal Ramon Magsaysay, that 
freedom won one of its most significant victories over the sub- 
terranean forces of communism. 


The most important item of news which I can convey to 
you today is that America is now awake. I believe that the 
moment of awakening can be dated from President Kennedy's 
historic speech on Cuba before the American Society of News- 
paper editors. 

In this speech, the President of the United States warned 
the American people that “we face a relentless struggle in 
every corner of the globe that goes far beyond the clash of 
armies or even nuclear armaments.” He warned them that 
conventional and nuclear arms are only a shield, behind which 
the Communists operate by means of subversion, infiltration 
and other underhanded tactics, that in this way they occupy 
vulnerable areas one by one in a manner which makes armed 
intervention difficult or impossible for the free world. He 
warned that our national security may be lost piece by piece, 
country by country, without the firing of missiles or the clash of 
arms. 

In response to this challenge, the President has called upon 
the American people for an intensification of our efforts in 
every field, “and in many ways more difficult than war.” He 
has accepted the struggle in which we are engaged as a 
struggle for the very survival of our way of life, and he has 
told the American people we must take up the challenge “re- 
gardless of the cost and regardless of the peril.” 

What President Kennedy's statement signifies is that the 
period of blunder and slumber, of retreats and defeats, is now 
at an end. We have recognized the nature of our adversary, 
we have accepted the fact of mortal combat, we realize that 
we stand with our backs to the wall—and we are prepared to 
fight. 

Democracies by their very nature are slow-moving and 
easygoing. They are prone to believe the best of other people, 
prone to take the easy way out, prone to grasp at every blan- 
dishment that offers hope of peace and coexistence. But as 
Hitler and the Japanese war lords learned to their dismay, 
free nations and free men, once aroused, have the strength of 
giants. 

For my own part, I am confident about the future because 
I believe that we have now emerged from the innocence and 
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gullibiliry and half-sleep that have paved the way for so many 
defeats in the postwar period. 

I venture this prophecy, I offer this encouragement, even 
though I am distressed, as I know you are, over the trend of 
events in Laos. In Laos again we have been the victims of Com- 
munist perfidy and deception. 

It was no accident that the Laos crisis was precipitated after 
the American elections, when the old Administration was on 
its way out and the new Administration had yet to take over. 

It was no accident that the Kremlin had made all the 
logistical preparations for a massive airlift of war materials 
to the Laotian and Vietnamese Communist forces. 

It was no accident that the British and French Governments 
were encouraged to believe that a cease fire was just around the 
corner if we agreed to accept a neutral coalition government 
and the reactivation of the so-called tripartite commission. 

It was no accident that while the Kremlin continued to 
dangle the carrot of an imminent cease fire in front of anxious 
Western noses, the Communist forces continued to attack and 
Soviet planes continued to supply them. 

All of this was true to the pattern of Soviet conflict strategy. 
But once we had committed ourselves to the course of patience 
and negotiation and compromise, it was difficult to extricate 
ourselves. ’ 

The outcome should have been clearly predictable. The 
Communists have advanced under cover of negotiations, so 
that they now occupy the three northern provinces of Laos as 
well as the strategic Plain des Jarres. 

If the question of Laos is now placed on the table of a 14- 
nation diplomatic conference, the Communists will be entering 
the negotiations in a position of formidable strength. 

They will not evacuate the territory they have occupied in 
the course of the current hostilities: this, I believe, we can 
take for granted. 

They will not disarm their forces. 

If an agreement is made calling for the cessation of arms 
shipments to both sides, we are in for a repetition of the sorry 
experiences we have already had in Korea and Vietnam. We 
will observe the agreement. The Communists will violate it 
wholesale. And the tripartite “neutral” commission will, at the 
best be helpless, at the worst will prove itself “neutral” on the 
side of the Communists. 

If a coalition government is established, it can be taken for 
granted that it will be headed by Prince Souvanna Phouma, 
fresh from his triumphant reception in Moscow, and that the 
Communists will be given a number of key ministries in this 
government. 

Someone, I cannot remember who, has expressed the hope 
that Laos will be able to survive such a coalition government, 
just as Finland survived the coalition government that was 
forced on her by the Kremlin at the end of World War II. I 
am afraid I cannot place much stock in this analogy. 

From everything that I have heard about them, the Lao 
people are kindly hospitable and lovable. But they are not 
Finns nor do they have the very special qualities which enabled 
Finland to survive the ordeal of coalition government and to 
get rid of their Communist Minister of the Interior and Com- 
munist Minister of Defense, while countries like Czechoslova- 
kia succumbed to similar coalitions. 

The Finns are one of the toughest people in Europe, one 
of the toughest peoples I dare to say in the entire world. They 
have a tremendous sense of unity, unlimited physical courage, 
and a political sophistication accumulated during decades of 
resistance to their Bolshevik neighbor. Had they not possessed 
all of these qualities in unique degree, the Finns would not be 
freemen today. And even with these qualities, for a period of 
years after World War II it seemed that the lights would go 
out in Finland. 


VITAL SPEECHES OF THE DAY 


By all means, let us hope for miracles and let us work for 
miracles. But let us not be foolish enough to derive comfort 
from the establishment of a coalition government in Laos by 
hoping for a repetition of the Finnish experience. 

If the Kremlin pushes its luck in Laos too hard, almost 
anything could happen. I am convinced that the present 
American administration will not sit idly by while the Com- 
munist armies complete the conquest of the country. 

If hostilities in Laos are terminated by an agreement on 
Soviet terms, the future there is dark—but it is not completely 
hopeless. 

When the Lao people learn the meaning of communism, 
they will hate it, | am certain, as intensely as do the people 
of China and the people of Vietnam and every other people 
that have experienced its scourge on their backs. 

If the free world will now firmly resolve that there will be 
no further concessions to communism in the Far East and no 
further retreats before it; that it will not tolerate the piece by 
piece guerrilla subversion of South Vietnam and Thialand; that 
it will as actively support the freedom fighters in the Com- 
munist-dominated territories as the Communists support their 
guerrilla detachments in free territories—if we make this 
resolve and adhere to it, then, even with a coalition govern- 
ment, the fate of Laos may not be sealed. 

If it is not presumptuous of me to do so, I have a recom- 
mendation I would like to place before you. 

What happens in Laos is of immediate concern to every 
Asian country, and not merely to the Laotians. If the Com- 
munists take complete power in Laos, then Thailand, South 
Vietnam, and Cambodia, and after them Malaya, Singagore, 
and Burma will be immediately imperiled. 

The Asian people understand this and, because they under- 
stand it, the Philippines and Pakistan urged SEATO to take 
military action, if necessary, in Laos, and they offered con- 
tingents of military forces for such action. But the British and 
the French recommended delay and negotiations; and it was 
their counsel that prevailed. 

As an American, I was unhappy to learn that we had de- 
cided to go along with the Anglo-French position. After all, 
the purpose of SEATO is to help the peoples of tree Asia de- 
fend themselves against communism. If SEATO remains as in- 
active or as slow to react in future crisis as it has in the Laos 
crisis, then it will, instead, be serving as a barrier to effective 
self-defense by the Asian peoples. That is why, however things 
now develop, there must be no repetition of Laos. 

For my own part, I would not blame the Asian members 
of SEATO if they felt bitter and disillusioned over SEATO’s 
laggard reaction in the Laos crisis. I would not even blame 
them if they felt that Western indifference in this instance 
was simply a manifestation of West's general indifference to 
the fate of the Asian peoples. I can assure you, however, that 
this is not so. It was instead, a manifestation of the Munich 
psychosis, a recurrent sickness of Western society that does 
not discriminate between Caucasians and Orientals, and which 
is characterized, fortunately, by abrupt termination. 

When Prime Minister Chamberlain returned from Munich, 
he justified the surrender of the Sudetenland to Hitler with the 
words “Czechoslovakia is a far away land about which we 
know little.” 

The Munich psychosis did not begin with Prime Minister 
Chamberlain and it did not end with him. Too often in our 
own times, there has been a tendency on the part of the demo- 
cratic leaders to believe that they could purchase their own 
security or somehow make their nations more secure, by traf- 
ficking in the security and freedom of other nations. 

I have described this as a psychosis because in my opinion 
it represents an effort at complete escape from both our moral 
tradition and political reality. How many historical catastro- 
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phes does it take to prove that softness and appeasement foster 
aggression, insecurity, and war? 

I believe that SEATO is essential to the defense of Asia. I 
have absolutely no doubt that the Western members of SEATO 
will, in the final analysis, honor their commitment to defend 
Asian freedom. But perhaps the Asian peoples can help 
SEATO by their example. 

The period of Allied retreat in Europe prior to World War 
II came to an end with the invasion of Poland. If the Com- 
munists push their luck too hard in Laos, Laos may well turn 
out to be the Poland of Asia. But even if it should turn out 
to be an Asian Munich, I would remind the Communist despots 
that Munich was the final Allied concession, that the very next 
act of Nazi aggression resulted in World War IL. 

I would urge the free nations of Asia, while cooperating 
with the West, not to rely slavishly on it. If it comes to a 
major war with the Sino-Soviet bloc, we shall have to fight 
together. But before it comes to such a war, I am afraid that 
there will be a series of situations, similar to Laos, where the 
security of the entire areas of Asia are decided in battles of 
limited scope. 

I feel that in these situations a lead can be given by the 
anti-Communist nations of Asia, acting in concert. 

I believe it would stir the imagination of free peoples every- 
where if the Governments of the Philippines and Thialand 
and of non-SEATO countries like South Vietnam, Malaya, 
Nationalist China, and South Korea, announced to the world 
that they were prepared to permit the recruitment of volun- 
teers in their countries to help defend Laos or South Vietnam 
or Thialand or any other area that may be threatened by Com- 
munist aggression. 

I believe it would be a wonderful thing if, armed with this 
permission, the Asian People’s Anti-Communist League would 
then appeal for volunteers for an Asian freedom legion and for 
funds to help equip these volunteers. 

I am convinced that there are scores of thousands of dedi- 
cated anti-Communists in Asia who would be ready to volun- 
teer for such service even if the legion could offer only token 
payment. 

I am convinced that such a demonstration of free Asian 
unity, of the ability to work together and the will to fight to- 
gether, would inspire even the peoples of the neutralist coun- 
tries and would command the unstinted respect of the West. 

I am convinced that such an initiative, even on a limited 
scale, might be of decisive importance in situations like Laos. 

I am convinced that this new demonstration of united Asian 
resistance to communism would inspire not only the admira- 
tion but the active support of the entire free world. 

From everything I have read, I believe that the Asian peoples 
are not only militantly anti-Communist but that they have an 
affirmative faith in the ultimate triumph of freedom. They do 
not accept the Communist tyrannies in China, in North Korea, 
and North Vietnam as permanent. They believe that regimes 
which so debase the human being and which inspire such 
passionate hatred, cannot endure too long. 

In this respect I believe that the Asian peoples have shown 
more wisdom, more morality, and more political realism than 
many of us in the West. In the West, I regret to say, there is 
far too great a tendency to accept the Communist rule in 
Europe and Asia as something permanent, something to which 
we must reconcile ourselves, something with which we must 
strive to achieve coexistence. 

This quest for coexistence, where coexistence is not possible, 
represents an abandonment of the first of all moral and re- 
ligious precepts: “Thou shalt love thy brother as thyself.” 
Whether they realize it or not, those who argue in favor of an 
entente with the Kremlin, are urging that, for the sake of 
preserving our own precious skins, we forget about the agony 
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of the hundreds of millions of people enslaved by communism. 

I say that we cannot forget about their agony. 

I say that if we declare peace with the tyrants, morally we 
are declaring war on their victims. 

I say that we cannot defend freedom if we limit it to mean 
only our freedom. 

I believe that in the long run we will protect ourselves best 
and defend freedom best if, together with Thomas Jefferson, 
we “swear upon the altar of Almighty God, eternal hostility to 
every form of tyranny over the minds of men.” 

To accept Communist rule in any country as permanent or 
unassailable is as wrong politically as it is morally. If the Com- 
munists always attack, and the free world always defends; if 
the Communists are able to extricate themselves from every 
defeat by means of a Korean armistice; if every free world 
victory is regarded as temporary while every Communist 
victory is regarded as irreversible—if these attitudes which 
have heretofore characterized Western policy persists for many 
more years, then I consider it inevitable that we, in our life- 
time, will live under communism. 

If we refuse to accept communism as inevitable and refuse 
to regard Communist victories as irreversible, then certain 
political conclusions automatically flow from this position. 

If the Communists mount guerrilla operations in South 
Vietnam and South Korea in an effort to undermine the elected 
governments of these countries, then I say that South Vietnam 
and South Korea should be encouraged and assisted in mount- 
ing guerrilla operations for freedom in those portions of their 
countries now occupied by quisling regimes. 

Guerrilla warfare, skillfully used, can be a potent weapon. 
Even with the best trained antiguerrilla fighters, it requires 5 or 
10 defending soldiers to cope with a single guerrilla. Why 
should the Communists be permitted to retain a monopoly on 
this weapon? Why should we not encourage the spirit of re- 
sistence behind the Bamboo Curtain by creating diversions, and 
by sabotage and by ambushes and by undermining the Com- 
munist economy in every possible way? 

Let there be no mistake: guerrilla war is war and, like every 
other war, it must be carried to the enemy. 

The total commitment to freedom also points to certain 
definite conclusions in the case of Quemoy and Matsu. If you 
have this commitment, then it is morally wrong to surrender 
other people to slavery, just as it is morally wrong to kill or 
to enslave. 

And if one truly believes in liberation from Communist 
tyranny, then it is politically and militarily the height of folly 
to surrender positions which inconvenience the Communist 
enemy, which help to keep alive the hope of freedom on the 
mainland, and which would, in Communist hands, be used as 
stepping stones for further aggresssion. 

The total commitment to freedom also points unmistakably 
to the stand we must take on the perennial question of revog- 
nizing Red China and admitting Red China to the United 
Nations. 

I say that we must take no measure that in any way enhances 
the prestige of the tyranny that now governs mainland China, 
we must do nothing to indicate that we accept or endorse it or 
regard it as permanent, we must strive to see that it enjoys the 
disrepute it deserves, we must do everything in our power to 
call its permanence into question and to challenge its authority 
to speak in the name of the Chinese people. 

In short, I belive that many of the matters that we find so 
complex really have simple answers if we once recommit our- 
selves to first moral principles. 

I cannot say that the views I have expressed here are, on 
every single issue, the views of the American administration. 
But I can assure you that in President John F. Kennedy the 
free world has found a leader of rare mettle: a leader who 
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speaks quietly, but who will not be intimidated by Khru- 
shchev's bluster; a leader whose whole being is dedicated to 
peace but who will nor shrink from the test of war; a leader 
who meant every word when he said in his inauguration 
speech: “Let every nation know, whether it wishes us well or 
ill, that we shall pay any price, bear any burden, meet any 
hardship, support any friend, oppose any foe, to assure the 
survival and success of liberty.” 

If Nikita Khrushchev or if Mao Tse-tung, think that they 
can play a cat-and-mouse game with President Kennedy, let 
them beware. For they will learn that, in this moment of peril, 
through the normal processes of democracy, the free world has 
found a champion who is more than a match for the absolute 
dictators spawned by the cannibalistic processes of Commu- 
nist society. 

Of one other thing I am certain. Man of the 21st century 
will not be a brainwashed Communist robot, in a glorified in- 
ternational commune, told what to read and what to think and 
what to do and what to eat, and how much time he may spend 
with his family. Let Khrushchev and Mao Tse-tung prate about 
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communism being the wave of the future. But I know, as cer- 
tainly as I know anything, that the future of mankind lies with 
freedom. 

The greatness of the Declaration of Independence is that it 
strikes a responsive chord in the hearts of all men, everywhere, 
and for all time. “We hold these truths to be self-evident: that 
all men are created equal, that they are endowed by their 
creator with certain inalienable rights, that among these rights 
are life, liberty and the pursuit of happiness.” * * * What 
man of good will can hear these lines without believing them, 
and without feeling that they correspond to something he has 
always believed? 

The eternal will to freedom is something that no dictator 
will ever succeed in suppressing. That is why, 44 years after 
the Russian Revolution, the rulers of the Soviet Union must 
still maintain themselves in power by means of a totalitarian 
dictatorship. That is why communism is doomed. 

That is why we must never lose faith in the righteousness of 
our struggle or in its ultimate outcome. 


Education Without Federal Aid 


THE ECONOMIC PRESSURE UPON PRIVATE SCHOOLS AND COLLEGES 
By M. NORVEL YOUNG, President, Pepperdine College, Los Angeles, California 


Delivered to the Freedom Forum, San Diego, California, January 20, 1961 


HAT WILL education be profited if it gains billions 

of dollars in Federal aid and loses its own freedom? 

What should a teacher or a school give in exchange 
for its freedom? The history of 19 out of 21 notable civiliza- 
tions studied by Arnold Toynbee points out that “they died 
from within and not by conquest from without.” Great re- 
publics like those of Greece and Rome gradually exchanged 
their local freedom and its responsibilities for more and more 
centralized control and its promised protection and aid. They 
became less and less free and finally they lost both freedom 
and aid. 

Of course, this is not to minimize the tremendous needs of 
higher education and of education at the secondary and ele- 
mentary levels. But must we take our educational problems to 
Washington for solution? 

Here are some specific reasons why we believe in improving 
our educational process without Federal aid: 

1. Basically Federal aid always means Federal control. As 
Justice Jackson stated in a Supreme Court decision regarding 
controls in agriculture: “It is hardly lack of due process for 
the Government to regulate that which it subsidizes.” 

There are, for example, 12 direct controls under the 
National Defense Education Act of 1958 and this is but a 
drop in the bucket of the amount of money and of the extent 
of controls which will be forthcoming in the decades ahead 
if we do not reverse the present trend. The National Defense 
Education Act definitely affects the curriculum and the em- 
phasis of the schools which are aided. Moreover, the granting 
or withholding of large amounts of money has a way of 
influencing the thinking of the most resolute and independent 
administrator. 

2. Federal aid is objectionable because it will reduce local 
and private responsibility for the education of our children 
and our young men and women at the college and university 
level. There is a kind of Parkinson's law that “interest dimin- 
ishes as responsibility is removed.” The primary responsibility 
for the education of our youth is upon the home. The family 
is still the basic unit of our society. The closer the education 


of our youth can be kept to the home, the longer we will 
preserve our freedom. The trend has already developed for 
the average American parent to take little or no responsibility 
for the normal education of his children. This, the average 
parent has come to believe, is instead a job solely for the 
“professionals.” More responsibility is ultimately being trans- 
ferred from the local school board and placed in the hands of 
the State. Ultimately, this trends toward removing responsi 
bility from the State and placing it upon the Federal Govern- 
ment. 

3. The prospect of Federal aid also undermines and de- 
activates interest in solving the problem at the local level. 
The White House Conference on Education in 1955 found 
that “no State represented has q demonstrated financial in- 
capacity to build the schools it will need during the next 5 
years.” Approximately 230 of the more than 42,000 school 
districts in America have reached their bonded limit. Our 
citizens are taking responsibility at the local level and would 
do more with the proper public promotional effort and if 
the prospect of the Federal Government stepping in to assume 
these responsibilities were not an inducement to inaction at 
the local level. Between 1949-50 and 1959-60 there was an 
increase of 38 per cent in school population and in increase 
of 124 per cent in revenues raised for schools. Let us stimulate 
and encourage local and private responsibility rather than 
discourage it by saying to those citizens who are willing to 
sacrifice for their children’s education: “You are foolish. Why 
don’t you relax and let the Federal Government do this for 
you.” 

4. The last objection which I will mention, although cer- 
tainly these are not the only ones which could be listed, is 
this: Federal aid will tend to break down our historic separa- 
tion of public and privately supported education or it will 
further increase the disparity between the support of the two 
systems. I believe in the values of our dual system of education. 
We need the tax-supported and the voluntarily supported 
schools and colleges. They complement each other and serve 
as a check upon each other and help to assure our continuing 
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freedom of speech, of religion, of education. The wide variety 
of educational opportunities possible under our dual system 
is calculated to serve us weil in the changing world we face. 

Federal aid which is restricted only to tax-supported schools 
will increase on individuals and corporations which are now 
voluntarily supporting both tax-supported and voluntarily 
supported schools. Private education needs more voluntary 
support and such support is growing. In 1960, corporate 
aid to education topped $150 million and it is growing rapidly. 
If this aid is restricted to tax-supported institutions it will 
add impetus to the present trend for more and more education 
to rely upon tax support. 

The economic pressure upon private schools and colleges 
is tremendous today. What will it be in the decades ahead 
if Federal aid is granted in billions of dollars to those institu- 
tions which are willing to submit to Federal control? 

Now let us turn to a few suggestions as to what can be done 
to help solve our problems in education without Federal aid. 

1. Parents can become more concerned about the needs of 
schools in their own districts and take more interest in school 
board elections, in PTA work, in support of local or State 
bond issues. Businessmen need to be alerted to the importance 
of more support for teachers and proper housing for an ex- 
panding army of students. 

Schcol revenues have increased three times as fast as school 
population in the last decade and we have not begun to exert 
the influence which can be exerted to do a better job at the 
local level. If the same amount of time and effort were ex- 
pended to stir up concern at the local level as has been spent 
to stir up pressure for Federal aid we would be showing much 
greater progress. 

2. Much more voluntary support needs to be given by 
individuals and corporations and foundations. Irving S. Olds 
has expressed the growing conviction of more and more 
businessmen: “Unless American business recognizes and meets 
its obligation to higher education, it is not properly protecting 
the long-range interest of its stockholders, its employees and 
its customers.” More and more corporations are recognizing 
the enlightened self-interest of voluntary corporate support of 
higher education, 
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The council for financial aid to education has done an out- 
standing job of stimulating concern for voluntary support to 
education. This type of activity could be multiplied with the 
wholehearted cooperation of teachers, parents, and professional 
leaders, labor leaders as well as leaders in industry. There is 
more money in the stewardship of foundations than ever 
before. Bequests for education are at an all-time high. Surely 
we Can step up this voluntary support. If any action is under- 
taken at the national level, why not let it be the encourage- 
ment of voluntary support by giving tax credit or tax ex- 
emption for larger gifts by corporations and for tuition paid 
by individuals. 

3. If there are, as contended by some, those school districts 
that are too poor to do an adequate job of education, may we 
suggest that aid be given by a concerted effort on the part of 
foundations and corperations and possibly even by direct aid 
from wealthy districts or States. This may sound unrealistic, 
but Americans are spending millions for causes that are no 
more worthy. The proper promotion of an aid to under- 
privileged school districts could result in millions of dollars 
in support without Federal control. Many of the school dis- 
tricts which are not giving adequate support would take a 
searching new look if they realized that their needs were the 
concern of others. Many of them could do better if they would. 

The best of educational opportunities for our American 
youth can be provided without sacrificing local control and 
responsibility, if we approach the challenge courageously 
and with dedication and determination. 

Recently Pepperdine College rejected Federal loans avail- 
able for the financing of dormitory construction and chose 
to meet the needs of the increased student body through the 
issuance of bonds sold through private channels. It did so 
because it hoped to encourage others to rely on their own 
resources and initiative rather than resort to the sometimes 
easier but infinitely more potentially hazardous route of Federal 
subsidization. Only such action directed toward the traditional 
American cause of self-reliance and independence can halt 
the present trend toward the proliferation of Federal control 
and supervision and pass intact our free institutions to suc- 
ceeding generations. 


Sharing The American Dream 


IT CALLS FIRST FOR STIMULATING ECONOMIC GROWTH 
By G. KEITH FUNSTON, President of the New Y ork Stock Exchange 


Delivered before the Trinity College Alumni Association of Western Connecticut, Cheshire, Connecticut, April 14, 1961 


T IS ALWAYS GOOD to come home again. That's how 

I feel when I attend any Trinity gathering, whether it’s a 

meeting of the trustees, a convocation of the student body, 
or an alumni dinner. And a visit home is always rewarding. 
For Trinity is moving forward in so many directions that all 
of us have trouble keeping up with all that is going on. 

The same thing may be said about our relationship to the 
world we live in. 

A recent trip took me to several African nations. It was, in 
many ways, a moving experience and impressed upon me how 
very difficult it is for Americans to place our problems and 
Opportunities in proper perspective with contemporary con- 
ditions overseas. 

A political campaign was in full swing in one country when 
I was there. I noticed that each candidate was identified by a 
symbol—a lion for one man, a water buffalo for another—just 
as we use the elephant and donkey for party symbols in this 


country. The difference was that the candidates had to use an 
identification which could be generally recognized. For only 
a handful of voters are able to read the candidates’ names or 
to recognize alphabetic symbols. 

In another country I visited, women sometimes wear high- 
heeled shoes around their necks as they walk to market in the 
dust. Such shoes are “status symbols.” And even though they 
aren't a bit practical, a woman carries them with her just to 
show that she is one of the elite. 

Obviously, in Africa as in some other parts of the world, 
the facts of life are harsh indeed. The critical need for better 
educational and job opportunities is to be seen on every hand, 
and the scarcity of the basic necessities of life is truly shocking. 
But with all the hardships, there is very little gloom. Instead, 
one senses a driving determination for freedom and for the 
hoped-for fruits of freedom. 

What Carlyle wrote of his time is true of ours. He said, 
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“Democracy is everywhere the inexorable demand of these 
ages, swiftly fulfilling itself.” In the process of achieving a 
democratic society, confusion and unrest are, unfortunately, 
often the by-products. As one of the Rockefeller Reports 
phrased it, “It is the democratic dream that is keeping the 
world on edge.” 

The demand by people everywhere for a free life, for a 
better life, couches Americans deeply. Even as we smile about 
the Congo native who asked if he could pick up his “package 
of freedom” at the post office, we instinctively lend him our 
moral support. More than that, Americans want to give him 
material help. We want to continue to serve as the strong 
right arm of the free world. 

But we had better be certain that our right arm is really 
strong. From time to time it seems to show some signs of 


flabbiness. 


PRIVATE SECTOR OF U. S. ECONOMY MUST EXPAND, AIDED 
BY MILLIONS OF PEOPLE WILLING TO RISK PART OF THIER 
SAVINGS 

I am referring, of course, to some of the obvious problems 
in our economy—unemployment, depressed areas, and non- 
competitively high production costs, among others. Some of 
these are temporary, I feel sure. But the fact remains that our 
rate of economic growth in the next decade must be sufficient 
to do three things: provide for an expanding population, raise 
our standard of living, and enable us to meet our obligations 
around the world. This won't happen by itself. 

We can take a lesson in this regard from several other 
countries which have shown a greater growth rate recently 
than we have. Since 1953, for example, Japan's rate of growth 
has climbed 258 per cent; Italy's, 181 per cent; West Ger- 
many's, 180 per cent; and France’s, 172 per cent. Our rate of 
growth of only 119 per cent has also been exceeded by England 
and Canada. Of course, the United States started from a higher 
economic base, and our economic strength is greater than any 
of these countries. Their accelerated growth came about, how- 
ever, because they directly and actively encouraged the develop- 
ment of the private sector of their economies. In each instance 
these free nations earmarked more of their output for new 
plant and equipment than we did in the United States. Japan's 
rate of productive investment, for example, outstripped ours 
by more than 70 per cent. And in every case, these countries 
have gone out of their way to encourage the formation of 
capital and the employment of personal savings in industrial 
enterprise. 

In the United States, we must make an equal effort in the 
years ahead. For it is largely in private business—and not 
through the efforts of government—that we will discover. the 
creativity and the productivity that will solve our current 
problems and help us meet the demands of the future. 

In an economy such as ours, which grows more complex 
every day, jobs can be created and productivity stimulated in 
one way only: through investment. By 1970, industry will 
have to provide 20 per cent more jobs and invest an average 
of $30,000 in plant and machinery for each new worker, 
compared to an average of $20,000 last year. Over-all, our 
corporations will need nearly $400 billion through 1970 to 
finance their growth. We are so accustomed to the phrase 
“billions of dollars” that we assume this money is as easy to 
raise as it is to say the words. It won't be that simple. I suggest 
that the sooner we recognize where this money must come 
from, the sooner we can set about raising it, and putting it to 
constructive use. 

Obviously, private industry will depend to a sizable extent 
on retained earnings. In addition great sums can be raised 
through debr financing and bank loans. 

But the balance, the critical balance—amounting to several 
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billions of dollars each year—must come from individual 
savings. During the past two years financial savings have de- 
clined some 30 per cent, and this has increased competition for 
the saver’s dollar. Nevertheless, Americans are still saving at a 
substantial rate. But they must somehow be persuaded to direct 
more of their funds into the common stock investments needed 
by American business—particularly by small, new or rapidly 
expanding companies. 

It is axiomatic, of course, that these concerns will be able 
to market their stocks only if the potential rewards to in- 
vestors are sufficiently attractive to offset the risks inherent 
in any capital investment. 

Fortunately, in the last decade, we have seen a remarkable 
growth in shareownership. The nation’s family of stockholders 
has risen from an estimated 6.5 million in 1952 to approx- 
imately 15 million now. But there are easily 35 million more 
adults in America who are on the threshold of investing, or in- 
terested in learning more about it. Many of them will under- 
take the necessary risks if encouraged to do so. 

In this connection, I would like to emphasize that there is a 
right way and a wrong way to undertake those risks. It is re- 
assuring that the great majority of people active in today’s 
securities markets are approaching their investments in the 
right way. They are buying for cash and not increasing their 
indebtedness. They are exercising the same care they would 
use in making other major purchases. 

But until the millennium arrives there will always be excep- 
tions—and we have seen evidence recently that some people 
are approaching the market in the wrong way, for the wrong 
reasons. They hold to the foolish hope that they can get rich 
quick, by buying securities they know little or nothing about. 
Both history and common sense tell us they are wrong, and 
the responsible members of the financial community intend to 
discourage this activity. The corporations of America want 
shareowners in increasing numbers—but they want only those 
who are responsible and informed. No others represent desir- 
able additions to the shareowner family. 

So when I speak of encouraging 35 million more adults to 
become shareowners, I want to underscore the point that we 
intend to encourage only those adults who will approach in- 
vesting as adults—in a sound and serious manner and as an 
integral part of their personal long-range financial planning. 

One of the best ways to encourage such investing is to make 
certain that the anticipated rewards are commensurate with 
the possible risks, and that the investment in common stocks 
yields a return after taxes that will compete successfully with 
other forms of investment. To do this we must revise the 
archaic and frequently unworkable tax structure with which 
we have been saddled in recent years. After all, savers today 
are primarily interested in after-tax mot pre-tax returns as 
they survey the alternate ways in which they may employ their 
savings. 


OTHER NATIONS HAVE SHOWN MoRE RAPID EXPANSION 
THAN U. S.; THEIR TAX POLICIES AIM TO STIMULATE 
GROWTH AS WELL AS MEET REVENUE NEEDS 

With the income tax deadline so close at hand, I apologize 
for bringing up the subject of taxes at all. But it is pertinent 
to ask: While our foreign friends—and tough competitors— 
have been using tax policy to promote national growth, what 
have we been up to at home? It seems to me that our whole 
attitude toward taxes has been, at best, naive. 

Our federal tax policies have been constructed—gerryman- 
dered might be a better word—with not enough consideration 
given to the profound effect that taxes have on our entire 
economy. They can stimulate it enormously, on the one hand, 
or deaden it on the other. 

Wouldn't you think that a country which grew to greatness 
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by putting private capital to work would actively encourage 
individual investors by the millions to venture some of their 
funds in our business enterprises? Far from helping industry 
to attract new money from new investors, however, our tax 
policies seem to do just the opposite. 

Two taxes that have been much in the news recently are 
good examples of what I mean. One is the double tax on 
dividend income. This inequity comes about because dividends 
are taxed first as corporate income (generally at a rate of 52 
per cent) and then a second time as individual income (at a 
rate of 20 per cent or higher). No other form of personal in- 
come is subject to two Federal income taxes. The other levy 
is the tax on capital gains, wherein as much as 25 per cent of 
any long-term gains realized on a capital investment is taxed 
away. 

This harsh treatment of the investor is in marked contrast to 
the experience in other industrialized countries—which, as I 
have already indicated, have for years now been surpassing us 
in the rate of economic growth. The methods used abroad to 
stimulate private investments vary, of course. But the list of 
countries which treat dividends more liberally than the United 
States is indeed impressive. It includes Canada, the United 
Kingdom, Japan, West Germany and France among the 28 
countries which recognize, more than we do, the need to 
stimulate individual investment. In fact, almost all of the 
major industrial powers around the world have so liberalized 
their treatment of dividends that their investors receive—at 
the very least—twice the tax credit that American shareowners 
experience today. And when it comes to the treatment of cap- 
ital gains, a survey of 55 nations shows that 46 do not impose 
any such levy at all. 

What these countries have recognized, in brief, is the fact 
that national economic growth is impossible without increas- 
ing private investment—and they have designed their tax 
laws to aid and encourage such investment. 

It is a curious irony that America for years has adopted the 
rather smug attitude that somehow we had written the basic 
book on mass production and economic growth. We may well 
have written one of the first primers. But there’s ample evi- 
dence in recent years that we have forgotten one of the key 
lessons—that the individual must be encouraged to take risks 
and then be suitably rewarded. Other countries, growing faster 
than we are, have taken this lesson to heart. 


DOUBLE TAX ON DIVIDENDS AND CAPITAL GAINS LEVY 
SHOULD BE MODIFIED TO INCREASE RISK-TAKING—AND 
GOVERNMENT REVENUES 

Congress made a start in 1954 toward relieving American 
investors of the double tax on dividend income. The first $50 
in dividend income was excluded from taxation, and a 4 per 
cent tax credit was allowed on the remaining dividend income. 
Behind this action was the fact that the double tax on dividend 
income is a legislative accident. Until 1936 there was, as a 
practical matter, no double taxation on dividends. In that year 
an undistributed profits tax was imposed, and corporations 
were largely relieved of paying income taxes on dividends 
paid out. Naturally, under such circumstances, dividends should 
have been taxed and they properly were. But several years later, 
the undistributed profits tax proved unworkable and was with- 
drawn. The full income tax on corporate profits was restored. 
But compensatory relief to stockholders was overlooked. Thus 
we backed unwittingly into double taxation of dividends. 
Congress never specifically intended it. To this very day it 
remains as the vestige of a discredited tax experiment. 

It is time, therefore, for Congress to provide additional 
relief. Congress should consider the advantages to be gained by 
increasing the dividend exclusion to $100 and by increasing 
the tax credit immediately to 10 per cent and, when feasible, 


495 


to 20 per cent as is done in Canada. In this way, millions of 
shareowners in the lower income groups would be freed from 
the double tax burden. Instead of having 96 per cent double 
taxation as at present—after allowing for the exclusion—we 
should reduce this to 90 per cent—or 80 per cent. It does not 
seem unreasonable for America’s 15 million shareowners to 
ask for this more equitable treatment. And a long-range benefit 
would accrue to the nation as a whole because additional 
millions would be encouraged to supply our growth money. 

Equally important, a more enlightened = to taxation 
of capital gains is called for—one that would reduce the maxi- 
mum penalty from 25 to 12.5 per cent and cut the present 
six-months holding period to three months. Investors would 
then be able to make wise decisions concerning their securities 
investments without worrying about confiscatory taxes and 
without being bound by the calendar. 

There will be those who will cry that these proposals are 
too generous. In fact, some are urging Congress to eliminate 
both the exclusion and credit on dividend taxes because they 
are said to be “loopholes.” Calling the present dividend tax 
relief a “loophole,” I might add, is one of the glaring mis- 
nomers of recent years. It is not, as anyone who has studied 
the record knows, a loophole at all but a “keyhole” Congress 
fashioned through which America’s millions of shareowners 
could glimpse some relief from discriminatory taxation. The 
fact remains that the present double tax on dividend income 
is patently unfair. Any move to make the tax even harsher will 
be adding to an existing injustice. 

This injustice is pointed up when we compare what happens 
to $1,000 of earnings—one from wages, the other from divi- 
dends. The wage earner in the lowest tax bracket pays a basic 
20 per cent levy, or $200. Out of his $1,000, he nets $800. 
The investor, on the other hand, finds the $1,000 has been re- 
duced to $411.20 after corporate and personal income taxes 
are paid. This is only about half the $800 netted by the wage 
earner! 

Another demand making the rounds would call for a with- 
holding system on dividend income. A special word ought to 
be said about this proposal. To begin with, no one takes issue 
with the principle that people should pay all the taxes they are 
liable for. But an intensive education campaign h:> Seen con- 
ducted by the Treasury Department and industry urging 
people to report their dividend income voluntarily. The results 
of this campaign are not yet clear. There is certainly no justi- 
fication for installing a costly withholding system if the job 
can be done on a voluntary basis or by the Treasury Depart- 
ment’s auditing procedures. A withholding system would work 
a particular hardship on millions of low-income taxpayers who 
depend on dividend income for their daily needs. It would also 
saddle industry and the Internal Revenue Service with heavy 
administrative burdens. 

The Stock Exchange, for many years, has felt that the in- 
centive to take risks must be encouraged, and not restricted. 
And we have sensed, without being able to prove it statistically, 
that millions of individuals share our specific concern, and back 
our specific proposals, to modify the double tax on dividend 
income. Now, a survey by an independent research organiza- 
tion made for the Exchange offers convincing evidence that 
millions of Americans—shareowners and non-shareowners 
alike—are, in fact, in agreement with us. 

The survey, which dealt with dividend taxation, revealed 
that of those who expressed an opinion—shareowners by a 
vote of 10 to one, and non-shareowners by a vote of five to 
one—were in favor of continuing the $50 dividend exclusion. 
Their main reasons were that the exclusion encourages in- 
vesting, helps the small investor, and provides at least some 
relief from the double tax burden. For roughly the same 
reasons, shareowners, by a vote of seven to one, and non-share- 
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owners, by a margin of three to one, favored continuing the 4 
per cent credit. 

We also asked people what they thought of the proposal to 
withhold taxes from dividends and interest. Three out of four 
shareowners said they oppose deduction of taxes from their 
dividend checks. About the same ratio of non-shareowners 
oppose withholding on interest. 

That the response took the form it did is perhaps not too 
surprising. But what is significant—and what the Administra- 
tion and Congress might well heed—is that many people 
asked the question: What is the government trying to do— 
discourage mvesting and penalize thrift? 

I'm sorry to say it sometimes seems that way. The President 
has said that the Administration is studying an over-all pro- 
gram for tax reform. Since the dividend tax and withholding 
proposals can have such a restrictive effect on millions of 
Americans, these measures cannot be divorced from any over- 
all tax reform program. Therefore, any Congressional action 
on these taxes should be considered in the context of over-all 
tax reform. 

If, however, the Administration is determined to single out 
the investor as a target and seek quick action on the dividend 
tax and withholding proposals, there should be full-scale 
Congressional hearings at which the views of America’s 15 
million shareowners, its corporations, and the securities in- 
dustry can be fully presented. 


CHALLENGE OF THE FUTURE: IT CALLS FOR THE U. S. 
ECONOMY TO PROVIDE A BETTER LIFE AT HOME 
AND ABROAD 


I began these remarks with some observations about the 
people of Africa. In concluding, I would like to recount a story 
told by a musician who toured Africa with his band. 

In one country, the musician said, he was struck by a song 
he heard everywhere he went. People sang it, they danced to 
it, they played it on their native musical instruments. Finally, 
one day, he asked a native the name of the song. 
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“You're an American, and you don’t know the name of that 
song?” said the native accusingly. 

“But I don’t understand the language,” the musician ex- 
plained. 

“Man,” was the reply, “you don’t need to understand the 
language to know that song. It’s called “FREEDOM’.” 

There—in a brief dialogue between an African and an 
American—is the challenge. The people of the world look to 
us to understand their desire for 2 better life and to support 
them with all our strength. 

And this, it seems to me, sums up the main points I have 
wanted to make. 

First, this country is entirely capable of fulfilling the trust 
the free world places in us. But our domestic economy must 
be strengthened if we are to maximize our opportunity to 
assist Countries Overseas. 

Second, our best chance to strengthen our economy lies in 
stimulating and encouraging the private sectors of that 
economy. It is in these areas that America has always leaped 
forward; it is in these areas, too, that some countries abroad 
are now showing their heels to us, through more enlightened 
tax policies and more incentives for people who are willing 
to venture. 

Finally, the specific steps we can take—such as those I have 
outlined in the area of revised capital gains taxes, and an 
easing of the dividend tax burden—are well known. They are 
not revolutionary, but practical approaches that are necessary 
to stimulate the spirit of venturesomeness, both at home and 
abroad. 

More, of course, much more, will be required if we intend 
to share the American dream with the other peoples of the 
world. But to the extent that we are successful—or even 
partially successful—the present turmoil in the developing 
nations will have been more than justified. It is the democratic 
dream, the Rockefeller Report said, that is keeping the world 
on edge. No one should appreciate this more than Americans. 


Patriotic Principles Of Americanism 


FREEDOM MUST BE EARNED 


By MRS. WILSON K. BARNES, Baltimore, Maryland, Chairman, National Defense Committee, National Society, 
Daughters of the American Revolution 


Delivered at the 70th Continental Congress of the National Society, Daughters of the American Revolution, 
Washington, D. C., April 18, 1961 


N BRINGING YOU the greetings of the national defense 
committee, | am mindful of those hundreds of devoted 
members of this committee throughout our country who 
are laboring against great odds to restore the spiritual and 
moral fiber of our people. We have been too busy while we 
concentrated on building skyscrapers, splitting the atom, and 
conquering space—to build men. We have ceased to build 
Americans 
Centuries ago man invented a power greater than nuclear 
energy—the power of government. Individual citizens can 
wield this power for their common good, or they can surrender 
it to the State for their ultimate enslavement. The pages of 
history tell us that self-government is the only safe repository 
of freedom and whenever the people have relinquished this 
power to the State, a nation has fallen. 
Five thousand years of reaching out for full expression of 
human aspirations in a free society culminated in the American 
dream—the spiritually thwarted and politically oppressed who 


fled their homeland for this land of hope and opportunity 


placed security of liberty far above paternalistic protection of 
their property under tyranny. They held to the principle that 
man is created with God-given rights and corresponding re- 
sponsibilities. Today, however, the ominous cloud of so-called 
world understanding begins to darken the horizon of our 
freedoms. 

The problems which confront the American people are 
manifold. Legislation proposed in Congress and the State 
legislatures is fraught with peril to those who are determined 
to preserve the liberties provided in our Bill of Rights and 
Constitution, sealed with the blood of the men who fought 
in every war since the foundation of this country to save our 
American heritage for their children. 

We must alert our fellow Americans to the dangers that 
confront us. Many still do not believe, in spite of the fact that 
the United States is ringed and riddled by Communist forces, 
that communism is the greatest menace our country faces 
today. Some have never heard of metropolitan government 
and the death it would bring to local governments elected by 
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the people. Others are brainwashed by pamphlets and courses 
of study supplied for their enlightenment by organizations 
many of whose members use them as a front for socialism 
and who themselves are affiliated with Communist fronts. 

There is perhaps only a little one person can do to alert 
our people to the fact that in 5 years’ time or even less the 
takeover of our country by subversion may be complete. 
This catastrophe would be accelerated by current appeasement 
of the Communists and by proposais for complete disarmament 
which would ultimately abolish even the Military Academy 
at West Point and the Naval Academy at Annapolis. With our 
country’s credit endangered by reckless expenditures of money 
both abroad and at home and by the undermining of our 
children’s love of country by the advocates of world govern- 
ment, the ultimate purpose of the Communists to enslave our 
people is being rapidly accomplished. 

It is no longer possible in most instances to bring the true 
facts of our danger to the public through the press, radio or 
television. It is, therefore, necessary to rely on private sources 
of information including such publications as U. S. News & 
World Report, Dan Smoot Reports, Human Events, National 
Review, Counterattack, Inform, the DAR Monthly Mailings, 
and similar publications to determine the truth of daily events. 
Not only do many newspapers not furnish accurate accounts 
of world happenings but our leaders in government service 
are being muzzled, their warnings silenced. 

The greatest good that our country can do the free nations 
of the world is to be and remain strong, spiritually, militarily, 
and materially. Here, upon this soil, because of freedom from 
regulation, our ancestors carved out of the very wilderness it- 
self, without foreign aid, a great empire built upon the prin- 
ciples of freedom, equality, and justice. Our Government was 
proclaimed to be a government of the people, by the people, 
and for the people, whose just powers were derived from the 
consent of the governed. This freedom, so dearly bought, was 
not won in a day but the lessons learned in its winning should 
be instilled in those who would claim the right to nationhood. 
Freedom cannot be bought; it must be earned. 

Some persons have called the position of the national 
society, DAR isolationist. Have they ever considered that true 
isolationists are those persons, who, by their ill-considered 
plans, have aliened from this country the best friends it had? 
What has happened to Syngman Rhee and the many other 
rulers of countries friendly to the United States, who are now 
either refugees from their countries or are now frowned upon 
by the liberal element in this country? Has our foreign aid, so 
generously given to the point of almost bankruptcy, won this 
country any friends? What about the neutral nations—is our 
influence waxing or waning with them in the United Nations? 
What has happened to our former friends in South: America? 
In the hour of crisis, in spite of our largess and desire to be all 
things to all people, America will stand alone as she very nearly 
does now and will do unless she returns to her faith in the 
principles of government which made her great. 

Yes, it is easy to believe in world government. The human 
heart yearns for peace and surcease from the troubles that beset 
us. How wonderful it would be to wake up one morning and 
be told that war would be no more. That one could travel 
freely from one end of the world to the other. That the im- 
prisoned nations of the earth were again free. That our children 
could plan their lives and all people everywhere fulfill their 
yearned-for aspirations. This promise was as nearly fulfilled as 
anywhere in the world in these United States, because our 
people knew the secret of freedom—a system of checks and 
balances, knowing well that that government is best which 
governs least. The character of a world government, repre- 
sented today in essence by the United Nations, is reactionary— 
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a return to absolrtism and totalitarianism so abhorred by those 
who for generations have fled from the tyrannical governments 
of the Old World. There is nothing to check the absolute 
power of world government, its decrees, its judgments; its 
legislative acts are final. Nations such as Soviet Russia do not 
abide by United Nations decrees except when it suits them, 
but nations who live by moral standards seek to abide by its 
regulations. Thus, we have noted that the United States picked 
up the tabs for the international police force and is con- 
tributing large sums for the Congo. 

Americans who understand the foundations upon which 
liberty was erected realize that a world order is the greatest 
enemy of individual freedom, not a means to achieve it. True 
freedom depends on local self-Government, on effective access 
of the people to their individual rights and not on a distant 
and powerful world Government. The heirs. of Washington, 
Jefferson, and Lincoln know that society is improved by the 
individuals who compose it, not by forcing a program of 
social reform down its throat. True freedom cannot be reached 
by climbing the steps of the welfare state. 

Within the Declaration of Independence, the Constitution, 
and Bill of Rights lies the greatness of our past and hope for 
the future. These great documents encompass the rules and 
regulations of human happiness. Americans should read and 
study them, understand and live by them. Let us declare 
our independence from a pseudophilanthropic Government. 
Let us recapture the knack of being Americans. Then our 
people will labor for what they want, experience a pride of 
accomplishment and feel a security which centralized social 
insurance cannot supply. , 

Fellow Americans, let us take up our responsibilities and 
rule, owing no debt of gratitude to a bureaucratic Government. 
Let us see that our Government obeys us. 

Some people say it is controversial to be patriotic; if that is 
so, then we need more controversy in America. Some say it is 
sentimental to express love of country; then we need more 
sentimentality. Some say it is old fashioned to respect the 
American flag, and if that is true, we have a great need for 
more old-fashioned people in the United States. 

The active enemies of freedom in our country probably 
number no more than 2 percent of the population. And yet, 
by constant, crafty effort, they have planted the idea far and 
wide that there is something a little funny about any outward 
show of patriotism. 

We do not hear the national anthem and other patriotic 
songs on the air very often. We rarely witness mass recitals of 
the pledge of allegiance to the flag on occasions where nothing 
could be more appropriate. We do not find nearly enough pa- 
triotic programs on radio and television—although our ad- 
versaries have no difficulty in getting their ideas aired. We hear 
that some patriotic programs we have enjoyed in the past find 
there is no longer a place for them. 

We are wrong—dead wrong—to let the active opponents 
frighten or ridicule us away from demonstrations of our pa- 
triotism. Every American should have a feeling of pride in his 
heart at any opportunity to tell the world how he feels about 
this land of the free. 

This is the country, let us remember with deep gratitude that 
gave first consideration to the individuality of man, his hunger 
for freedom, his faith in himself and his God, and his desire 
for the expression of this divinely endowed impulse. It is a 
proud and joyful thing to be an American, and Americans 
should take pride and joy in express.ag their patriotism. 

Here is what we must say: “You shall not take our freedom 
away. Nor shall you, by mockery or deceit, cause us to hesitate 
to take the course of thinking right—talking right—for 
America.” 

Our ancestors produced a great Republic. Let us keep it. 
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Economic Outlook 
THE NEW FRONTIER 
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as revealed in its first 3 months in office, and 
some of the major economic problems that will confront our 
Nation in the years immediately ahead. 

We need not spend too much time on the current recession. 
It has been in progress for about a year. It has been exceed- 
ingly mild. It has followed, to a remarkable degree, the precise 
pattern that most experts foresaw from the start. It is now 
clear that we are already at, or very close to, the bottom of 
the downturn. 

Signs of recovery are multiplying. Business has begun to 
reduce the rate at which inventories are being liquidated. 
Spending on new plant and equipment, which had been cut 
back $214 billion in the past 12 months, is scheduled for 
at least a moderate improvement later this year. 

Expenditures by Federal, State, and local governments are 
rising. All Government spending on goods and services, in- 
cidentally, this year will exceed $100 billion, which is equal 
to one-fifth of the value of all we produce. Construction is 
feeling the lift of spring. Good weather, after a rough winter, 
is bringing cheer to the hearts of auto dealers and producers 
of durable goods. The stock market, fulfilling its classic role 
of harbinger of things to come, has been forecasting, ever since 
the election, either a dramatic business recovery or a great 
inflation or both. 

There are, of course, still many soft spots, but the plus signs 
xceed the minuses. 

I think we can safely say the turn has come; recovery is 
underway. The big question, of course, is how vigorous and 
sustained a recovery it will be. On this point, there is con- 
siderable difference of opinion. 

At the first meeting, last month, of the President's Labor- 
Management Committee, President Kennedy told us he would 
not be surprised to see a recovery of business this summer 
but a continuation of 6 or 7 per cent unemployment in the 
fall. 

On the other hand, some business and university economists 
—probably a minority at this point—think the recovery will 
be sharp, vigorous and sustained. 

My own view is the recession will have clearly passed its 
turning point within the next month. By June, the forces 
of recovery will be obvious to all; and by late autumn the 
revival will be vigorous with gross national product running 
at a rate of $520 billion or better, compared with a scant 
$500 billion in the first quarter. On the record 1962 will 
almost certainly be the most prosperous year in our history 
thus far. For the moment let’s leave it there, while we have 
a happy thought to hold. 

But before we throw our hats in the air, it should be noted 
that the recession of 1960-61, even when it has ended, will 
leave behind a haunting legacy of doubt and worry. 

The thing that has been really disturbing about this recession 
is that it followed so soon after the 1957-58 decline. We are 
apt to think of the business cycle as comprising a complete 
wave—from a peak of prosperity to a pit of recession and 
back to a new and even higher peak of prosperity. Indeed, 


Y PURPOSE today is to examine with you the cur- 
rent state of business, the Kennedy administration 


our earlier postwar business cycles did have this neat, orderly 
and rather reassuring appearance. Not so the recessions of 
1957-58 and 1960-61. These two were not only closely 
bunched together but were actually interdependent. 

The fact is we never really achieved full recovery from the 
recession of 1958. Even in the most prosperous period of 
1959 unemployment remained substantial. It is possible that 
we should think of the entire period extending from the 
middle of 1957 to the present as a period of quasi-depression 
analogous to, though happily much less severe than, the great 
depression of the 1930's when we had several up and down 
oscillations of the business curve but could not escape from 
the curse of massive unemployment. 

The haunting question is, do these recent years reflect 
merely the ending of the postwar era with its pent-up demands, 
inflated credit and inadequate productive capacity; or, are we 
witnessing a return of the dilemma of the prewar years when 
chronic unemployment persisted right up to the onset of war? 

I want to return to this subject after a bit bur first I should 
like you to look with me briefly at life on the New Frontier 
under the leadership of our young President from Harvard. 

Mr. Kennedy has brought to Washington a surprisingly 
mixed, but on the whole, admirable team. He has put together 
a sort of coalition cabinet, with the sensitive posts of Treasury 
and Defense going to Republicans. For Secretary of State, 
he picked Dean Rusk, a Rhodes scholar, quiet, scholarly, 
greatly respected by those who know him. Then he has 
bracketed the Secretary by two eminent Democratic politicians 
—Adlai Stevenson and Chester Bowles—each of whom was 
thought to have coveted the top job. Is this genius or ex- 
pediency? For Secretary of Labor he picked the smartest labor 
lawyer in the country, Arthur Goldberg, whose pronounce- 
ments and actions since taking office have left some labor 
leaders a trifle baffled and caused others to call him the “Mr. 
Republican” of this administration. 

Moving with the drive and energy of youth—in obvious 
contrast to the measured, energy-saving pace of his predecessor 
—Mr. Kennedy has made a strongly favorable impression on 
most people. In the course of a brief, highly unscientific 
taxicab poll I took in Washington recently, I learned that 
everyone feels much better. They feel like a lot of things that 
need to be done are going to get done. 

That may not be very precise but it is important. Mr. 
Kennedy has had a salutary effect on public sentiment. 

The remarkable thing is that thus far there is very little of 
a tangible character to support the widespread impression of 
bold, new action. 

In fact, young President Kennedy has met the recession of 
1961 almost precisely the way old President Eisenhower met 
the recession of 1958. There have been no dramatic or drastic 
measures. On both occasions the White House has turned a 
deaf ear to recommendations for a temporary tax cut. On both 
occasions the response was identical. Like Eisenhower, Ken- 
nedy said: “We'll wait until April to see whether things 
improve.” 

On both occasions April brought the well-nigh inevitable 
improvement and a tax cut whether or not it would have been 
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a good idea earlier had clearly become outdated by April. 
Meantime, the prospects are that spending will increase and 
deficits will rise, although there is as yet, no sign that Mr. 
Kennedy will achieve in fiscal 1962 a deficit as large as the 
nearly $13 billion one Mr. Eisenhower piled up in fiscal 1959. 

Actually, Mr. Kennedy has turned out thus far to be very 
much of a conservative. He is obviously aware that the label 
of big spending and the threat of inflation are political lia- 
bilities especially dangerous to Democrats. So he has talked 
boldly but moved cautiously. 

Here’s how a Washington wit summed up the administra- 
tion’s performance thus far. He said it reminded him of 
that dazzling basketball team—the Harlem Globetrotters. The 
New Frontier team has been passing the ball forward, behind, 
sidewise and underneath—a brilliant display—but thus far 
nobody has scored a basket. 

The cautious course the President has steered reflects, no 
doubt, his own normal inclination. It reflects also his apprecia- 
tion of the fiscal conservatism of Congress, and a recognition 
that the narrow margin of his election gave him no sweeping 
or unchallengeable mandate. 

Not all of his advisers have been quite happy with Mr. 
Kennedy's moves to stimulate recovery. One of the most dis- 
tinguished of them, Prof. Paul Samuelson of MIT, has called 
the President’s recovery program a “placebo program,”—a 
pill that makes the patient think he is being treated although 
in fact the pill has nothing but a little sugar in it. 

For the coming fiscal year, Mr. Kennedy has budgeted for 
only about $3 billion more than Mr. Eisenhower had planned. 
He is budgeting a deficit of only $2%4 billion. 

Some of the President's brilliant young braintrusters are 
concerned whether deficit spending of such modest proportions 
will give the economy the forward lift they think it needs. 

Certainly thus far, and prospectively for 1962, the Presi- 
dent’s program for stimulating recovery and growth is more 
modest and conservative than most people realize—a good 
deal more conservative than the stock market's ebullience 
would suggest. 

Now, it may well be that the President, proceeding by 
political intuition, may turn out to have been a better—or 
at least a luckier—economist than his advisers. If this re- 
covery should indeed prove vigorous, if it should carry the 
economy back to reasonable full employment faster than is 
now anticipated then, of course, it will be all for the best 
not to have overstimulated the economy by rapid and massive 
increases in Government spending on the one hand, or sizable 
tax reductions on the other. Either course would tend to 
revise the inflationary pressures that are now suspended, and 
a renewal of inflation, or even fear of inflation, would ag- 
gravate our dangerous balance of payments position. 

This brings me in one easy motion to the third phase of 
my talk—the interlocking complex of major economic prob- 
lems which confront our Nation and for which thus far we 
have found no workable solution. 

I have already mentioned one of these problems—the failure 
of our economy, even at the peak of the last recovery period, 
to provide enough jobs to employ our full labor force. 

You know there has been a fascinating paradox about the 
latest recession. Every month for the past year or more the 
total of employed persons has reached a record high for that 
month. Thus employment in January was the highest for any 
January in our history. The same was true of February and 
March, and will, I have no doubt be true for April, May, and 
June, and so on. 

Yet, in each of these months of record high employment, 
unemployment also rose. The total by February had reached 
5,700,000 workers, largest in number for almost 20 years. More- 


499 


over, many of these unemployed had been out of work for a 
long time and had exhausted their unemployment benefits. 

Now, of course, some of this unemployment has been due 
to cyclical factors—the circumstance that we have been 
in a recession. But a good part appears to be due to what 
economists call structural factors. 

Structural unemployment is just another name for what we 
used to call technological unemployment except that it has a 
broader meaning. It means not merely the unemployment that 
results when, for example, a textile plant is fitted out with 
labor-saving machinery and handworkers are displaced by 
automation. It also means what happens when the old textile 
plant in New England is abandoned and the new automated 
plant is erected in North Carolina. It means what happens 
when homes and factories switch from coal to oil. Coal miners 
in West Virginia or Pennsylvania lose their jobs. Even if 
there are unfilled jobs elsewhere, the miners may not be able 
or willing to move away and learn new skills. 

Several easy answers have been suggested for this problem. 
Certain labor leaders say: Just cut the working week from 40 
hours to 30 hours—this will create more jobs overnight. 
Certain management men have an equally easy answer. Busi- 
ness, they say, has been forced to automate because of high 
labor costs. Just let labor agree to take a pay cut and there will 
be more jobs. Well you don’t have to be a politician to figure 
that these solutions are not as simple as they sound. 

This particular problem of structural unemployment is 
inextricably interlocked with others. There is, for example, 
the broad question of economic growth. There is also the 
question of whether American goods can remain competitive 
in the world market. Can we hold our own against the rebuilt, 
modern industry of Western Europe and Japan with their 
relatively cheap labor? 

This brings us again to the tough nut of our balance of 
payments. For some years now the total payments that we 
make abroad—for goods and services, for travel, for invest- 
ment, for military operation, and for foreign aid—have ex- 
ceeded the payments foreigners make to us. In the years 1958, 
1959, and 1960, we paid out $11 billion more than we took 
in. This situation became so alarming last year that people 
began to talk about a possible devaluation of the dollar and 
gold flowed out of the country in large amounts. 

President Kennedy, it should be said, has shown himself 
acutely aware of the balance-of-payments problem. He gets 
high marks for making it perfectly clear both during the 
campaign and after taking office that he means to defend the 
integrity of the dollar at its present exchange rate with all the 
resources at his command. 

Those resources are still very considerable. Including our 
gold stock and our rights to draw credit from the International 
Monetary Fund, they amount to some $22 billion. 

The President's strong statements had an immediate effect 
in stopping the run on the dollar that had started last fall. 
Losses of gold diminished, and last month we began to regain 
a little gold. 

We have a breathing spell—but we have as yet not solved 
the problem. We have merely gained a little time to try to 
find a way out of this and related problems—including tech- 
nological change, structural unemployment, economic growth, 
high production costs, and inflation. 

It is for this reason that the President has established the 
Advisory Committee on Labor-Management Policy on which 
I am privileged to serve. 

It is, of course, to early to say whether the 21 members of 
this Committee will be able to make any important or prac- 
tical contributions to the solution of this complex web of 
problems to which the President has asked us to address 
ourselves. 
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All of us will bring with us a certain freight of ideas, some 
of which, I am sure, we will have to throw into the sea 
before the long voyage is over. Accordingly, I should like the 
views I am about to give you to be regarded as preliminary 
and tentative, rather than hard and fast. 

The President has set as his target a reduction in unem- 
ployment to not more than 4 per cent of the labor force. 
This seems to me reasonable. It is a goal that should not put 
undue strain on the labor market, or tend to generate new 
inflationary wage-price spirals. It is also a rate that should 
permit some flexibility in our system and leave incentive for 
productive effort on the job. Reasonable as this goal is, we 
have not achieved it except momentarily since 1953. 

The question of how much our unemployment is due to 
structural factors versus cyclical factors is fundamental to the 
problem of policy formulation and in no sense a merely aca- 
demic question. The lag in job formation is, I believe, a 
consequence of both slow overall growth and rapid tech- 
nological change. To deal with it we shall need several kinds 
of weapons in our arsenal. 

I would be disposed to put primary emphasis on fiscal and 
monetary policies to insure that we have sufficient demand 
to keep our existing resources employed at relatively high 
rates. Because the balance of payments problem hampers the 
use of monetary policy on which we formerly relied as our 
main instrument, this means that more reliance must be put on 
fiscal policy in insuring that the economy operates at high 
and stable levels of employment—a condition that is essential 
to regaining a more rapid rate of growth. 

“Fiscal policy” is a term that is often used and seldom 
defined. By it I mean al! of the taxing, spending and borrowing 
operations that the Government conducts—all of the ways 
in which the Federal Establishment puts money into the 
national economy or takes money out of it. 

I am impressed by the arguments advanced by a number of 
economists to show that the fiscal policy we have been fol- 
lowing has created a deflationary gap that represents a con- 
stant drag on the economy. What this means in plain English 
is that our tax system is taking such a heavy bite out of total 
demand that economic recovery loses its drive before a con- 
dition of full employment can be achieved. It is estimated 
that if the country should achieve full production and em- 
ployment, the tax system would generate a surplus of some- 
thing like $12 billion over present levels of expenditures. But 
the tax system is so oppressive that it keeps us from achieving 
full production. It nips off recovery short of the peak, as 
happened in 1960, and slows down the Nation's rate of 
growth. 

In theory, there are two ways that this deflationary gap could 
be closed. One would be to cut taxes. The other would be to 
increase spending. 

Some spending increases obviously are on the way. And this 
fact seems to have restrained President Kennedy from asking 
for any reduction in taxes at this time. I am inclined to agree 
that it is too late now for a temporary tax cut to aid recovery; 
but I hope this will not mean indefinite postponement of 
long-range tax legislation. 

To achieve longrun growth and maximum utilization of 
our economic resources, I believe it is essential to undertake 
a thorough-going reform of our tax system, coupled with 
some reduction in the level of tax rates. And I believe that 
this task should be commenced at once, without waiting for 
the economy to go through another frustrating cycle of partial 
recovery, aborted boom, and recession. 

It seems clear to me that it would be both unnecessary and 
unwise to try to close the deflationary gap by thrusting bigger 
and bigger spending programs at Congress. Let us spend what 
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we must. But let us not put ourselves in the ridiculous position 
of spending simply to get back into circulation money that 
an unduly severe tax system has taken away from consumers 
and investors. 

The problem of tax reform is not a new one. But it is an 
increasingly urgent one. It was a matter of much disappoint- 
ment to me as a Republican that during 8 years in office, 
my party did not even attempt such an overhaul. Now with 
the Democrats in control of both the executive and legislative 
branches, the task ought not to be shirked. 

I realize that it is already too late in the current session to 
expect the Congress to produce a major reform bill (although 
I regret that this job was not given a high priority at the 
start of the new administration). Possibly we will have full 
recovery without action on the tax front. Frankly, I doubt it. 
I am concerned that without a tax cut and tax reform, we may 
see a repetition of the 1959-60 performance of the economy. 
And I believe that we can avoid it if the President and 
Congress will turn their most serious attention to this major 
national economic task. I believe it should have an absolutely 
top priority in the next session of Congress. 

Aside from fiscal and monetary measures, there are a 
number of other things that we can do to promote economic 
growth and stability. 

Consideration should be given, I think, to programs for 
increasing the mobility of the economy—that would lead 
available workers to the jobs that are opening up and out of 
the jobs or industries or regions that are contracting. 

The prime weapon in any such program must, of course, 
be education. Better education in our elementary and high 
schools, our colleges and universities, can spread the knowledge 
and skills that increase employment opportunities. Through 
education also, the young people entering the labor market 
each year can be encouraged to seek employment in the service 
industries and elsewhere where demand is increasing instead 
of looking for work in a declining sector. Existing programs 
of on-the-job training in industry, apprentice training to give 
workers new skills, and graduate study programs both for 
training top new professionals and specialists, and for up- 
grading people who completed their academic work years 
ago are needed. 

One thing is certain, we must not allow ourselves to get 
into the way of thinking of technological change as a hazard, 
or even as merely a problem to be coped with. On the con- 
trary, paradoxical as it may seem, we need more rather than 
less of this accelerated scientific and technological progress in 
order to produce the faster economic growth we must have. 

The discovery of new ideas, and the diffusion of those ideas 
throughout our system is the most important source of growth 
we have. In this area lies the strength of our system. It is on 
our scientific, intellectual and technological prowess and prog- 
ress that the survival of our free political economy now 
depends. 

I have been talking about our major problems largely from 
a domestic view, but implicit in all we say or do today is the 
struggle in which we are so deeply engaged between com- 
munis and the free world. 

The capacity of any country to safeguard its own destiny 
and to influence nations and events is dependent upon that 
country’s strength and vigor. Only a country with a vigorous, 
growing political economy can be independent and give leader- 
ship to other countries. 

In the affairs of nations as of men there comes a time 
of supreme testing where failure can only lead on to ultimate 
decline and fall. We are facing such a test today and the 
outcome is by no means certain. Can free men working to- 
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gether in a free system successfully meet the challenge of a 
system just as tough, resourceful and scientifically skilled as 
our own, that is closely planned, disciplined and directed 
with the precise purpose of surpassing us? 

If the confident “yes” we give to that question is to be 
achieved, we shall have to improve our ways of working 
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together and still competing with each other, of managing 
our affairs for the national good without sacrificing the 
individual's rights. We shall need to bring to these years of 
troubled peace the same dedication and resolve we achieved 
in war. For the truth is, of course, we are still at war—a war 
to assure the survival of all that makes life for us worthwhile. 


Does Freedom Have A Future? 


IS BUSINESS INTERESTED ENOUGH? 
By JOHN BURKHART, President, College Life Insurance Company of America 


Delivered before the Economic Security and Insurance Committees, National Chamber of Commerce of the United States, 
Washington, D. C., February 7, 1961 


N HIS INAUGURAL address, Kennedy expressed these 
already famous words: “... we shall pay any price, bear 
any burden, meet any hardships, support any friend, op- 

pose any foe, to assure the survival and success of liberty.” 

That they have been so widely and frequently quoted con- 
firms my opinion that no subject is more vital, to more people, 
than the subject of liberty or freedom. 

1. What is freedom? 

Freedom has occupied the attention of philosophers with 
literally thousands of discussion items such as— 

—freedom from law or freedom under law 

—do as we please or do as we ought. 

Theologians have long fought over such issues as free will 
vs. determinism. 

Scientists, especially the physicists, have argued vigorously 
in recent years over whether the things we have learned about 
quantum mechanics leave an area of unpredictability, or 
contingency, sufficiently large to allow for the true free choice 
that freedom implies. 

I have concluded— 

—that freedom has occupied men’s minds as far back as we 
have any knowledge, 

—that no single, simple definition tells the story, 

—that we can, each of us, develop a feeling for freedom that 
will better enable us to discover when it is being threatened 
and determine the conditions necessary for its survival. 

Two definitions I like—not comprehensive, simply sug- 
gestive: 

—Harold Laski: “Men are free when the rules under which 
they live leave them without a sense of frustration in realms 
they deem significant.” 

—F. A. Hayek: “We are free when we have the ‘respon- 
sibility for the arrangement of our own life according to our 
Own conscience.’” 

2. Who's Against Freedom? 

Nobody. 

Not Mr. Hoover nor FDR; not Mr. Eisenhower nor Mr. 
Kennedy; not Mr. Khrushchev nor Fidel Castro, nor Lumumba. 

If, then, everybody is in favor of freedom, 

3. Is Freedom Really in Jeopardy? 

So many dire, and apparently unfulfilled prophecies 
have been made over the past quarter century to the effect 
that we were losing our freedom, that current warnings are 
more apt to provoke a yawn than a yell. 

My own view is that freedom és being lost, that the attack 
on freedom is quiet, subtle, pervasive, often well intentioned, 
relentless, suffocating, effective. 

4. What Single Force Seems Most Likely to End Freedom in 
America? 


Is it communism . . . or Russia or Red China? 

Is it inflation? 

Is it Supreme Courtism—the distortion and disregard of the 
Constitution? 

Is it the defense apparatus, the massive machine we must 
maintain as a part of the cold war, a danger to which President 
Eisenhower alluded in his final words to the nation? 

Each item enumerated és a genuine threat to the survival of 
a free society. But the direction in which I see the decisive 
danger is in the ever enlarging welfare state centered in 
Washington. 

Justice Brandeis once said: “Experience should teach us to 
be most on our guard to protect liberty when the government's 
purposes are beneficent.” 

An easy way to measure the trend is to examine the budget: 

$3 billion in 1930 

$9 billion in 1940 

$40 billion in 1950 

$84 billion in 1960 

$160 billion in 1970 (estimate ) 

Two things seem clear enough. (1) The federal government 
has been taking an ever increasing proportion of our income. 
(2) To the extent that each of us, individually, has control 
over less and less of our dollars, precisely, to that extent, our 
freedom is quantitatively circumscribed. 

The welfare state properly has been identified by all sides to 
the controversy as a prodigious drain on the public purse. 
Those in favor feel the expenditures are desirable, indeed 
urgent. Those opposed feel the expenditures are insupportable, 
indeed disastrous. 

It has been said that what the man who has everything 
needs is help with the payments. Certainly the state which 
attempts to provide everybody, with everything, will quite 
soon need help with its payments—reason enough, perhaps, to 
push outer space exploration, since in the wild blue yonder 
we just might find a new nation which would be willing to 
make us the beneficiary of its foreign aid program. Or, as 
Artemas Ward put it many years ago, “Let us all be happy and 
live within our means, even if we have to borrow the money 
to do it with.” 

But my special concern tonight is not with the quantitative 
loss of freedom, the surrender of the control of our own dol- 
lars, but with the qualitative loss of freedom, the surrender of 
the control of our own lives. It is the latter which the welfare 
state will most assuredly bring about, and, once brought about, 
we shall discover redress comparatively, if not completely, 
unattainable. 

There is no need for me to describe for you the welfare 
state. You know its purpose, its plan, its program, its signs 
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and symptoms, its methods and machinery, its end result. 

You need no alerting to its danger, no refutation of its dog- 
ma. But perhaps all of us do need to explore together its more 
recent patterns, the warnings we have had, and a reminder 
of our too long continued acquiescence to its spread. 

Let's look back to 1948, a scant dozen years ago. 

Chester Bowles, perhaps grown tired of being a Hidden 
Persuader, and already preparing himself for his 1961 assign- 
ment in the State Department, in the book, “Saving American 
Capitalism,” wrote these words: 

The monopoly-ridden housing industry has fallen 

down miserably on its public responsibilities ... If 

private builders fail to move ahead, it should be the 

government's responsibility to buy the land, let the con- 

tracts, buy the materials, and see that the homes are built. 
What a magnificent bit of insight into how capitalism could 
and should be saved! 

In the same book Chester tells us we cannot build a palace 
for Americans in the midst of a world of slums and advocates 
that 8 to 10% of our wealth be sent overseas each year. 

Eveline Burns, with whom several of us here tonight had 
the pleasure of working at the recent White House Conference 
on Aging, some years ago charted the course we are following. 
Give her credit for plain talk: 

In private insurance the purpose is to make a profit out 
of selling people something they want . . . The company 

. must offer services that people think it worthwhile 
to pay for and run its affairs in such a way that the 
guarantees offered will be honored when due. . . In social 
insurance the purpose is different. 

So it is that we have come to the point, as Hayek points out, 
that we have abandoned the system under which a majority 
of givers determine what shall be given to a needy few, for a 
system under which a majority of takers decide what they will 
exact from the more favored few. 

We have comforted ourselves that in a democratic society 
John Stuart Mill's admonition that “the people” who exercise 
the power are seldom the folks upon whom it is exercised and 
that “self government” is not the government of each by him- 
self but of each by all the rest. 

Or, as a present day observer puts it, “What government 
gives to one, it must take from others.” 

5. What's Next? 

Well, for example, keep your eye on the field of recreation. 
A really big program is under way here. It’s not enough to 
determine who will get jobs—that we can’t discriminate on the 
basis of sex, or age, or color—or what we shall pay . . . not less 
than the minimum wage, the proper amount for overtime—or 
what we shall do when folks are out of work . . . the length of 
time and amount of wage for unemployment compensation— 
or what the benefits shall be in event of disability or the level 
of living at retirement time. All this is comprehensive but it 
does nothing about leisure time. And nothing worries the 
busybodies of the welfare age more than to discover a moment 
of our life unregulated and unsubsidized. 

We are told—and I am quite serious—that we are a nation 
of recreational illiterates, and you are going to hear more and 
more about what just must be done in this field if we are to 
survive. 

Well, we can’t take time to even mention all the areas of our 
life that are now under scrutiny and will soon be subject to 
proposal by those whom Providence has thoughtfully provided 
to watch over us. 

The big push for socialized medical care may be about won. 
The propositions approved by the White House Conference on 
the Aging are already branded by Mr. Forand and his fol- 
lowers as too limited in scope and imagination. But he says, 


VITAL SPEECHES OF THE DAY 


and I quote: “If we can only break through and get our foot 
inside the door, then we can expand the program after that.” 

Paul Douglas has said, and again I quote: “Those opposed 
to the Social Security approach are losing ground publicly but 
they are entrenched politically.” 

In broad terms, and not in detail, where are we headed? 

May I quote one of our contemporaries? 

With the supermarket as our temple and the singing 
commercial as our litany, are we likely to fire the world 
with an irresistible vision of America’s exalted purpose 
and inspiring way of life? 

Those are the words of our new ambassador to the U. N., 
Mr. Stevenson. Let me quote still further for it is of key im- 
portance that we understand exactly the thinking, or lack of 
thinking, of this strange but currently powerful breed of men. 

The face which we present to the world . . . is the face 
of the individual or the family as a high consumption 
unit with minimal social links or responsibilities—father 
happily drinking his beer, mother dreamily fondling soft 
garments newly rinsed in a wonderful new detergent, the 
children gaily calling from the new barbecue pit for a 
famous sauce for their steak. 
This is supposed to be a devastating indictment! 
For my final bit of evidence concerning the new wave of 
the future I turn to the former Mayor of Philadelphia, the 
present distinguished Senator from Pennsylvania, the Honor- 
able Joseph Sill Clark. 
A while back he wrote an article for the Atlantic Monthly 
and I know of no one else in high office who has so coura- 
geously or so explicitly detailed his views on the coming 
superwelfare, which is but another name for a wholly totali- 
tarian state. I quote: 
Today we have no national personnel policy or plan. . . 
We leave the choice to chance and the market place. . . 
Does it really make sense to siphon our ability into color 
television, the manufacture and sale of soft drinks, ciga- 
rettes, whisky, and cosmetics, and the advertising of these 
commodities. 
They plan well in Russia. There someone decides where 
little Ivan is going to work. 
It is small wonder that Hoelderlin concluded “what has 
always made the state a heil on earth has been precisely that 
man has tried to make it his heaven.” Or that Dr. Courtenay, 
the pastor of the First Presbyterian Church of Nashville sug- 
gested that “the time is not far distant when we will all be 
cared for like cows and chickens on a national farm called the 
Socialized States of America!” 
We now stand face to face with the questions so finely 
fashioned by Hayek: 
If . . . government uses its coercive powers to insure that 
men are given what some expert thinks they need; if 
people thus can no longer exercise any choice in some of 
the most important matters of their lives, such as health, 
employment, housing, and provision for old age, but 
must accept the decisions made for them by appointed 
authority on the basis of its evaluation of their need; if 
certain services become the exclusive domain of the state, 
and whole professions—be it medicine, education, or 
inmsurance—come to exist only as unitary, bureaucratic 
heirarchies . . . 

then, indeed, what has become of freedom? 

6. What Can We Do? 

Our purpose, I would hope, is not simply to sound the alarm 
but to send out the fire department. 


—WAYs TO TURN THE TIDE 
(1) Accent the voluntary and private approaches. 
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In the olden days—and by that I mean not much longer 
back than when I was in school—individuals were commonly 
supposed to bear the primary responsibility for their own wel- 
fare. If the individual got beyond his depth, the family stepped 
in. If the family failed, the community mobilized its reserves. 

Fraternal orders at one time widely engaged in welfare 
operations as did, of course, the labor unions. 

The greatest welfare institution of all was the church which 
for nearly 2,000 years charged itself with the responsibility of 
looking after the disadvantaged of every kind. 

But what is the pattern today? 

The lodges and clubs and service organizations do engage 
in welfare projects. But how? Generally by selling tickets to 
non-members for a wide variety of benefit performances. 

And what of the labor unions and the churches? Well, they 
both spend their time and talent in Washington lobbying 
Congress to initiate and extend Federal welfare programs. 

Nothing could turn the tide quicker than a bold, massive 
reliance on private, voluntary activity. 

(2) Be responsible board members. 

Many of you serve on boards of what might be termed 
welfare organizations. 

How well do you serve? 

My experience has been that the average business man sits 
on such a board, present in body only, and lets the professional 
staff determine the goals, the budget, the program, and, quite 
often, the appeals that will be developed to get government 
help in the project. Are any of you guilty? 

(3) Look for market approaches. 

A year or two back I had an opportunity to talk before the 
United Community Chests and Councils of America at their 
Chicago meeting. I entitled my remarks, “For Fee or For Free,” 
and suggested that many Community and United Fund sup- 
ported activities could well be financed by simply charging 
participants the cost of the service afforded. 

For example, why should the janitor who cleans my office 
be virtually taxed. under the payroll deduction plan, to provide 
funds to send my daughter to Girl Scout camp? 

There are enormous areas open in this direction and every 
burden we place on the market method leaves that much less 
to handle through welfare, whether private or governmental. 
(4) Don’t lose perspective. 

To be effective leaders and workers in the welfare world, 
we must attain and maintain balance. 

We weaken—and often destroy—our influence by stereo- 
typed, contentious, unthinking reactions and opinions. 

For example— 

—don’t deny that needs exist. 

—don’t belittle the lower classes, for example, for seeming 
to be responsive to the idea of free medical care. (Reflect on 
the number of executives who very cheerfully go through the 
Greenbriar and similarly lush clinics at company. expense. ) 


—don't ridicule the union worker for wanting a bit more 
certainty in event of unemployment, or termination, or re- 
tirement. (Remember that $100,000 a year men like employ- 
ment contracts, and stock options, and deferred compensation, 
and generous retirement arrangements. ) 

—minimum wage legislation is unsound economics but 
how about fee schedules fixed and enforced by medical societies 
and bar associations?—or the collusive price practices of manu- 
facturers which have so sadly and recently been in the news. 

None of us has a corner on goodness, or, for that matter, on 
evil. All of us have got to work hard and unceasingly at trying 
to practice the system we say we believe in. 

(5) Learn to love decentralization. 

Senator McCarthy opened his recent debate with Senator 
Goldwater by referring back to the time of the Articles of Con- 
federation and pointing out that the colonists found it neces- 
sary to strengthen the Federal government. 

If 4 million citizens needed more central government, then 
think what much greater needs are felt by 180 million citizens, 
he said. 

I was sorry that Senator Goldwater did not point out that 
when General Electric had 2,500 employees it could be strongly 
centralized but that when it grew to 250,000 it found decen- 
tralization a prime necessity. 

Many things can be done safely at the community level, or 
at the state level, that are fraught with peril when done at the 
national level. 

Much of the time I think many of us are too conservative— 
too much inclined to flatly oppose government action in a mat- 
ter—when the proper course would be to advocate such action 
but at a lower level. 

The best known but least understood feature of American 
government is the federal system. 

(6) If you think the direction we are going is dangerous, do 
something. 

Freedom will not be saved, nor will the welfare state be 
stopped, by sermons pronouncing our peril or by club room 
conversations reciting our disasters. 

The only force big enough, strong enough, smart enough, 
to turn the tide is business. And the only question unanswered 
is this: Is business interested enough? 

Unless and until business leaders—real top-drawer executives 
—start allocating substantial blocks of time to political action 
and related endeavors; unless and until competent staff men 
are assigned to such duties as their sole, or major, responsibility, 
we will not have the manpower, the motive power, to do the 
trick. 

It’s that simple. 

My business lifetime has been spent in the age of much talk, 
little do. 

I believe—and I fervently hope—that the signs immediately 
ahead point to the age of limited talk, massive do. 

I invite you to lead the parade. 


REQUISITES OF THE LEADER 
By LT. GEN. IRA C. EAKER (Ret.) 
Delivered at the Fifteenth Anniversary Celebration of Air University, Maxwell Air Force Base, Alabama, March 17, 1961 


guests, ladies and gentlemen: This is my third visit 
to Air University since its founding fifteen years ago. 

It is always a pleasurable and inspiring experience. 
I am particularly happy to see here today the former com- 


(Ges TODD, General Spaatz, other distinguished 


mandants of Air University, old friends whose service and 
personalities I have long admired. Since the head man always 
gets the full blame for the failure of any enterprise, I always 
insist that he get at least some of the credit for success. 

In my judgment, a prime reason for the remarkable growth 
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and achievement of Air University has been the fortunate 
selection of its leaders. I congratulate them. They can de- 
servedly take great pride in their achievement. 

It is a matter of deep regret to me that the first commandant 
of Air University is not with us today—General Muir Fair- 
child. He and I flew in the same airplane daily for a period 
of five months on the Pan American Good Will Flight. He 
and I were “killed” together several times. There's nothing 
draws you closer to a partner than to be killed with him. 

Muir Fairchild was a skilled and courageous airman, 
possessed of a remarkable mind, a grand sense of humor and 
a great soul. This university, its faculty and its students can 
have no better example than his to guide them in their vital 
efforts for the future. 

The Air Force of today has many essential and important 
commands, but none more critically important than this in- 
stitution. No one will ever hear me downgrade the fighting 
man, so I mean to take nothing from SAC, TAC, ADC or any 
other combat echelon when I give high rank to Air University. 
The basic reason for the essentiality of Air University lies 
in the fact that it trains, prepares and inspires the future 
leaders of all our commands. That is why I propose to speak 
briefly today on leadership. 

The subject of leadership has long been one of my prime 
interests. Upon returning from my first Sunday school, | 
am told, I asked my father whether I would have a chance 
to be one day one of the Apostles. He thought not. Subsequent 
events have amply verified that prediction. 

In high school and college I noted that some teachers were 
generally recognized as outstanding, some were average or 
ordinary, others were lightly regarded. In those years I under- 
took to analyze the peculiarities, personalities, habits, and 
methods which made some bad, some good and a few the best. 

In 1917 shortly after enlisting, I saw my first general, 
Robert Lee Bullard. He rode a horse; we marched afoot. It 
occurred to me then that this general's job was good work 
if you could get it. I still hold to that view. There have been 
times when I was not so sure, however. When a Senator 
called General Marshall a traitor, and more recently when an 
organization distributes literature calling General Eisenhower 
a communist, one wonders whether the rewards equal the 
penalties. This I believe to be axiomatic, if any man steps 
out in front, if his head rises above the multitude, he can 
expect to be the target for the jibes of jealous lesser men. 

During the years between the wars, I noted that some 
post and group commanders were successful, so evaluated 
both by their subordinates and their seniors. I studied the 
habits, manners and expressions of the good and the bad to 
find the reasons which set them apart. 

During the last war I had a rare opportunity to observe 
close up most of the great leaders on our side, both political 
and military. Even here at the top there was a noticeable 
variation in abiliry. When some spoke all listened; when 
others spoke there was less attention and interest. Others did 
not speak. I undertook in my spare time to wonder what 
factors set some leaders apart as superior to their fellows. 

Some years ago I began the compilation of a little study 
entitled, “Six Famous Chiefs.” They are not Indians; they 
are the first six Chiefs of the Army Air Corps and the Air 
Force—Patrick, Fechet, Foulois, Westover, Arnold and Spaatz. 
I had the good fortune to work for all of them, and as a 
member of their staffs could observe at close range the 
tactics and traits they displayed, and the tools and techniques 
they employed. Each of chem had a full bag of tricks for 
leadership. One favored the driver, another was best with the 
short irons, at least one was outstanding with the putter, 
but all of them were old pros from whom much could be 
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learned about the art of leadership. 

There are many volumes in the Library of Congress on 
leadership. I have looked them over; many of them I have 
read. From these and my own observations of leadership in 
action I want to throw on the table a few observations about 
leaders and their art. If some of these ideas may stimulate 
some of you to further thought and discussion of this vital 
subject, my purpose will have been served. 

The text for my sermon is an ancient fable: “A flock of 
sheep led by a lion will prevail over a herd of lions led by 
a sheep.” 

This naturally leads to the subject of courage as a required 
attribute for a leader. I suppose if you asked any ten people 
to name the requisites of a leader, all would have courage 
number one on their lists. I would agree, but perhaps for a 
different reason. 

It is true in earlier times physical courage was the first 
hallmark of the leader. In the days of knighthood this was so. 
At Hastings King Harold was in the forefront as he was 
supposed to be. In the Napoleonic Wars the Emperor's 
Marshals often turned the tide of battle by leading the charge. 
With the changing times the need for the courage to get shot 
at, to take the personal risks in the front ranks on the battle- 
field passed to commanders of lower echelons. By the time of 
the First World War even Division Commanders were seldom 
seen in combat; Army, Field and Supreme Commanders never. 
Some decry this trend. The British General J. C. F. Fuller 
wrote a book about 1935, the main theme of which was a 
warning that Britain would not prevail in future wars unless 
her Admirals stood on the quarterdeck like Nelson, the 
flagship the first battle wagon in the line, and until her 
soldiers were led by a man out front like Roberts and Kitchener 
were wont to do. 

In my book courage is still the first requisite of the leader, 
but there are new requirements for displaying it. 

The brand of courage which the top leaders were required 
to display in the last war was the courage of decision making. 
When you get right down to it, there are not many candidates 
for leadership, and one reason is that most men hate to make 
fateful decisions. When the military Commander has to make 
a decision which will mean success or defeat, which will cost 
men’s lives, most men shirk from the task. The great majority 
are happier to follow. I am convinced that Eisenhower would 
have much preferred to be shot at leading a battalion into 
action than to have had to make many of the decisions of the 
Supreme Commander in the last war. 

My candidate for the most courageous leader of all time 
will be the man who decides when he will push the button 
to launch the defense against the hydrogen missile or satellite 
war of the future. He may be deep under a mountainside, 
as far removed from the scene of combat as one can be. If 
he decides and acts in time we shall survive. If he lacks the 
courage and decisiveness to move in time, we are lost. He 
may have less than one minute to make that decision. 

Marshal Saxe said a long time ago, “Though the first 
quality a general should possess is courage, without which all 
others are of little value; the second is brains, and the third 
is good health.” 

So, let us have a look at brains or intelligence with relation 
to leadership. My historical and biographical studies of the 
great leaders of the past, and my observation of the leaders 
I have known, do not indicate that a high LQ. is the certain 
hallmark of the leader. I do believe that all are above the 
average of the group they lead; all are brilliant in some areas. 
Some have been quite stupid in some ways. At least one 
leader who achieved phenomenal success for a time was quite 
mad. I hasten to say that his name was Hitler, lest you think 
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I refer to some of your commanders in the last war. 

Since I find so few leaders who were Ph.D.s perhaps that is 
why I have been concerned of late at the current trend to 
turn over to scientists the selection of our weapons, and 
indeed the delineation of our tactics and strategy. It looks 
to me like this: If you want to go to the moon, call on the 
Ph.D.s; if on the other hand you want to keep the peace on 
earth, follow men more versed in the social sciences—those 
who know how to influence and control the emotions and the 
minds of men. And here in this connection is a thought I 
wish I had originated because I think it is basic and true. It 
came first, i think, from General Wavel who said, “The more 
mechanical become the weapons with which we fight, the less 
mechanical must be the spirit which controls them.” 

A leader who can, early in his career, establish a reputation 
as being endowed with good luck, is fortunate indeed. Everyone 
wants to play on a winning team. 

Napoleon's first question about a new general was, “Is he 
lucky?” 

Sometimes principles are remembered by small incidents 
or homely anecdotes. One day in 1926 I accompanied our 
second Chief of Army Ai: Corps, General Fechet, to lunch. 
He ordered his favorite menu item, a broiled lobster. One was 
brought minus one claw. The General complained about this 
shortage in his rations. The waiter pompously said, “General, 
we keep our lobsters alive in a tank, sometimes they fight, now 
and then one loses a claw.” The General replied, “Bring me a 
winner. 

The new leader's big battle is his first battle; win that, and 
it is certain he'll command at the next engagement. 

Historians give little space to the Fabians, the Albert Sydney 
Johnstons, generais skilled in leading retreats. 

Rommel will be long remembered for leading the Afrika 
Korps to the gates of Cairo, not for the long retreat to Tunis, 
perhaps a more skillfully conducted maneuver. 

There may be one all the world loves more than a lover; 
that is a winner. 

I read an acknowledged authority one day who said that all 
great leaders of the past had one thing in common, great 
physical stamina, and all great leaders of the future must be 
sound of wind and limb. A great plea for physical fitness. By 
a strange coincidence the same day I read a little passage I 
pass on to you. “Down the streets of Portsmouth, more than a 
hundred years ago, walked a sailor with one arm, one eye, a 
persistent state of nerves, and unable to tread a ship's deck 
without being seasick. Indeed he would probably have been in 
a home for incurables, were not his name Admiral Lord Nelson. 
The man’s spirit drove the flesh.” The point is when weighing 
the characteristics of a leader, remember a stout spirit can 
drive a weak body a long way. 

There is an interesting phenomenon about leadership. One 
does not seem to inherit its propensities or qualities. It seems 
to be an art that is acquired. In England I find only one ex- 
ample to the contrary, William Pitt, the younger. In our 
country there seems to be o:ly one instance also, John Quincy 
Adams, where a son succeeded to his father’s capacity for 
leadership. 

I once asked a British subject about the sons of Haig, 
Jellicoe, and Kitchener, famed leaders of Britain's fleets and 
armies. One was a farmer in Kenya, another was happily 
tending his rose garden in the south of England. A third was 
a minor official seemingly content with anonymity. None 
seemed to have any desire or urge to follow in giant footsteps 
of their fathers. 1 suppose the outstanding example of our 
time would be the Churchills, father and son. 

Undoubtedly one does inherit the physical and mental 
building blocks for leadership, but the business of forming 
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these into outstanding qualities for leadership seem to be 
acquisitive, the product of individual effort, the surrounding 
political climate, the chance of circumstance. 

There is a business of timing about leadership which in- 
trigues the investigator. Would we ever have heard of Na- 
poleon save for the riots in the streets of Paris? Without the 
controversy over slavery, Lincoln probably would have re- 
mained a country lawyer. None of the great names of the 
military leaders of our time would have made history's pages 
but for two world wars. A case can be made for the belief 
that great events create great leaders. Certainly critical and 
cataclysmic events became the stage for the great actors in 
history. 

There is another facet of this subject which interests me. 
There are no reluctant leaders. A real leader must really want 
the job. Washington is sometimes cited as an example to the 
contrary. I do not agree. Washington went to every fire which 
started in the Colonies from his early manhood. Nobody could 
have even an Indian war without George Washington. He not 
only was the best trained and most experienced military leader 
of his time, but everybody from South Carolina to Massachu- 
setts knew it. 

Churchill had been at pains to acquaint the British people of 
his qualities and his availability from the time of the Boer 
War. They did not have to look for him in England’s darkest 
hour. He was ready and willing. 

If you find need for a leader and have to coax or urge your 
selection to take the job, you'll be well advised to pass him 
over. He's not the man you need. 

An interesting fact associated with leadership needs to be 
recognized. When the crown is placed on a head, when a 
general gets his stars, when a marshal is handed his baton, by a 
strange alchemy the recipient seems to grow in stature. There 
is also a corresponding change of attitude among his subjects, 
troops or followers. They show new respect; they accord new 
and often exaggerated powers to their new leader. Everyone 
prays and hopes he will succeed. They put new emphasis in 
their own effort to see that he succeeds. They want to share 
in his success. 

Only last week I saw an excellent example. A man came 
into a crowded room at a reception, he was followed by an 
eager retinue, reporters crowded around, flash bulbs popped, 
autographs were sought, all wanted to grasp his hand. 

Less than two years ago at a similar party this same young 
man stood in a corner quietly viewing the scene. He was 
alone, no reporters sought him out, no pictures were taken, 
no autographs requested. He was not then, as now, the 
President of the United States. 

Wise leaders know how to use the symbols of the office; 
they recognize the great psychological impact of their flag, 
their crown, their stars, the physical trappings or badge of 
office. 

It seems an anomaly that anyone should strive to be cecog- 
nized as a leader as the rewards have been slim indeed. Church- 
ill was repaid for saving Britain by being defeated at the 
next election. Napoleon died in exile. Lincoln was shot. Robert 
E. Lee came away from Appomatox and four years of crucial 
leadership with nothing but his horse and his sword. 

Economic leadership may pay better, I suppose it does. But 
the rewards for political and military leadership seem to be a 
plot in Arlington and a paragraph in history usually written 
long after its subject has ceased to read. 

I notice another curious circumstance connected with the 
leader. Running through the warp and woof of the fabric of 
leadership is one common thread. All successful leaders seem 
to have been articulate. They had a faculty for inspiring their 
followers with the spoken word. They could and did say the 
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right thing at the right time. This does not mean that a leader 
needs to be an orator like Mark Anthony, Bryan or Churchill. 
MacAuliffe was articulate at Bastogne with one word, “Nuts.” 
Patton was often very articulate with two words, “Follow me.” 

The only quotation I have ever heard from Pershing was 
when he arrived with the vanguard of the U. S. Army in 
France and was called upon to speak at the tomb of Lafayette. 
It was a great speech. He said, “Lafayette, we are here.” There 
are many other fine examples, “Don't give up the ship,” “Fire 
when ready, Gridley.” Lincoln's effort at Gettysburg has long 
since been a classic. 

One of my favorite quotations in this vein comes from a 
message General Foch sent to General Joffre during the first 
battle of tne Marne—“My right has been rolled up my left 
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has been driven back; my center has been crushed. I shall 
attack.” 

There have been great leaders who were blind, more who 
were deaf, but there have been none who were dumb. All 
have had the wit, the timing and the courage to influence their 
followers to action at the critical time by a few well chosen 
words or by example, or both. 

The day may not be far away when we shall need urgently 
the greatest leader we have ever had. It is my hope that he 
will have the stature for the occasion. May he be well trained 
for his task. I pray that he have the audacity to assume the 
task, and the courage to make the fateful decision in time to 
save us. May we have the good luck to find him, and the good 


sense to follow him. 


The 50 Billion Dollar Challenge 


THE ROLE OF MANAGEMENT 
By E. J. HANLEY, President, Allegheny Ludlum Steel Corporation, Pittsburgh, Pennsylvania 


Delivered before the Annual Dinner of the Society for the Advancement of Management, Duquesne University, Pittsburgh, 
Pennsylvania, April 6, 1961 


AM HONORED to be with you—and to be here 

with Father McAnulty, Dean Hayes, and all the others 

with whom I have worked and for whom I have such 
warm admiration. 

I want to thank the Duquesne University Chapter of the 
Society for the Advancement of Management for the award 
given to me this evening. I am deeply appreciative of the 
honor, and I shall always remember this evening. 

I would like to reciprocate by saying some words of praise 
for Duquesne University and for the Holy Ghost Fathers 
who are doing such a splendid job in running the school. 
Scholastically, Duquesne is doing a wonderful job today and 
it will do still better tomorrow. Plans for the physical im- 
provement forecast a great future for this growing University. 
The program is well beyond the planning stage. Assumption 
Hall, Trinity Hall, Rockwell Hall, the new library addition 
now under construction, and the start of work on the 
new dormitory this summer provide tangible evidence that 
Duquesne is on the move. 


A CITY AND AN INDUSTRY REBUILT 

It was twenty-five years ago, almost to this day, when I 
came to Pittsburgh. It has, therefore, been my good fortune 
to be here while the Pittsburgh Renaissance has been taking 
place. Most of you have enjoyed this experience, too, seeing 
a city substantially rebuilt from a dirty, grubby, smoky town 
to the bright and shiny city we live in today. Another renais- 
sance was taking place at the same time in and around Pitts- 
burgh. I am referring to the modernization and rebuilding 
of our principal industry—steel. Those of you familiar with 
the steel plants in this locality will recognize what a change 
has taken place in them in twenty-five years. 

This renaissance was not limited to Pittsburgh, however, 
nor was it limited to steel. Further, this continual renaissance 
—or rebuilding, or modernization, whatever you term it—is 
a never-ending job that will go on as long as our free enterprise 
system operates. 

And what a success the free enterprise system has been! 
In the steel industry alone, in this century, our ability to 
produce steel has moved from twelve million tons annually 
to around 150 million tons, perhaps more as new techniques 
ate applied to our basic facilities. This is an average increase 


of about 4% per year compounded. The comparable growth 
in our population has been about 142%. In terms of active 
purchasing power, today’s average wage in the steel industry 
gives the worker five times the purchasing power he enjoyed 
in 1900. Meanwhile, working hours have been cut more than 
one third, and American steelworkers have gained enormously 
in many other ways. 

What has this progress in steel meant to the nation as a 
whole? Over 95% of our civilization’s metal requirements 
today are met by steel, as Bob Tyson of U. S. Steel points 
out. Steel is embodied in our nation’s accumulation of 4urable 
wealth to a degree not achieved by any other nat in the 
world. The American Iron and Steel Institute has estimated 
that the accumulated total of steel products installed and daily 
serving the nation is over one and a half billion tons—more 
than eight tons per person. 


~” 


A SYSTEM “TAKEN FOR GRANTED” 


Our technology has now reached a point where we can 
produce almost any quantity of goods we require, and there 
are surveys which predict an American standard of living 
eight times higher than today’s in only a century. Most of 
this progress, as you know, has been and will be the work 
of a relatively small number of men—mostly management 
men—and the system under which we operate, the free enter- 
prise system which we take so much for granted. 

This system stems directly from the American Revolution 
and the farseeing Founders of our country. In fact, as The 
Freeman points out, the real American Revolution, as we 
look at it in retrospect, may not have been so much the 
conflict with the Britain of King George III as it was the 
public adoption of the concept which brought about two 
historic events: 

1. Establishment of a government in the U. S. A. more 
limited in its power than had ever before existed in 
any country. 

2. An acceptance of personal responsibility, followed by 
an outburst of creative energy unprecedented in all 
history. 

The historic concept, of course, was the rejection of authori- 
tarian government—of any kind, and in any form—and the 
acceptance of the fundamental principle: 
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“Men are endowed by their Creator with certain inalien- 
able rights; that among them are the right to life, liberty, 
and the pursuit of happiness.” 
This was at once a spiritual, a political, and an economic 
om Lg Its acceptance opened the way to greater individual 
reedom, wider individual opportunity, and more individual 
material success than the world had ever seen before. Govern- 
ment was deposed as the endower of rights, and Americans, 
in the ensuing decades, earned a world-wide reputation for 
self-reliance, success, high productivity, and the wide distribu- 
tion of material wealth to the people. 
Thus it has come about that our nation in the middle of 
the 20th Century, having only 6% of the worid’s population, 
produces more than 40% of the world’s goods. 


FivE MAJOR CHALLENGES WE FACE 

When I was informed of the honor you were to give me 
here this evening, I was asked to speak briefly on “The 
Challenge of the 60’s to Management.” As I see it, the Chal- 
lenge of the 60's to Management is to keep this free enterprise 
system of ours working. There are many challenges involved 
in this task, of course, and some of them seem more serious 
to me than others. Some of the more important ones are: 

1. The physical dangers—We are getting accustomed to 
living in the atmosphere of the cold war with its con- 
tinvous threat of trouble, perhaps small, perhaps great. 

2. Competitive ideclogies—Among these I would men- 
tion first Communism and second “Neutralism.” To 
some of the people of the world each of these has a 
tremendous appeal. 

. Lack of understanding of our free enterprise system, 
especially among those who have benefited greatly 
from it. 

4. The growth of restrictive government practices, or 
perhaps I should say the growth of a strong central 
government, with its many adjuncts of direct controls 
over wages, profits, materials; and its indirect controls 
through the medium of taxes. 

. Economic challenges from within and from abroad, 
which may well affect the welfare of part or all of 
our population. 

To combat the challenge of physical dangers to us in this 
decade, we have one choice only, as I see it. That is to keep 
our country militarily strong and economically strong, too. 
This means we may have to do considerable belt-tightening 
to avoid inflation, to pay for oyr military establishment, and 
to keep our dollar strong in foreign exchange. 

This latter task is of primary importance. To quote Dr. 
Gabriel Hauge, Chairman of the Finance Committee of the 
Manufacturers Trust Company of New York, “If we lose our 
trading position, and the dollar declines as an international 
reserve currency, foreigners will tend to cash their dollar 
claims; gold will tend to flow out; and we will be forced to 
curtail our vital overseas military and economic commitments. 
The mark, the pound, yes even the ruble, may take the place 
of the dollar, and other nations will fill the vacuum in our 
overseas military and economic undertakings. The dollar is in 
constant competition with other currencies. In the economic 
world, it is the strong that prevail.” 

Communism, of course, is our greatest challenge ideological- 
ly. There is no question about its appeal to the “have nots.” 
It has had little appeal in our country because here there is 
no great discrepancy between the basic standard of living of 
the wage earner and the relatively wealthy. Generally speak- 
ing, everybody has two cars (one surely), the same kinds of 
appliances and in good measure, and essentially the same 
Opportunities. 


7) 


‘ww 


A 


507 


THERE ARE MANY “CUBAS” 

This is not so in many countries. It was not so in Cuba. 
The “have nots” had very littlke—the “haves” had most of it. 
So when a Castro comes along and takes from the “haves” 
and appears to be giving to the “have nots,” the system which 
makes this kind of activity one of its principal tenets is bound 
to be popular. Unfortunately there are many “Cubas” in the 
world. Most of the new nations in Africa ead most Latin 
American countries offer fertile fields for Castro imitators; 
so continuously Communism threatens to spread. 

Neutralism? Mr. Nehru of India is its principal advocate 
and practitioner. It is a sort of “plague on both your houses” 
attitude. Nehru says both Communism and our system are 
merely two different types of materialism and that he wants 
neither one. But he plays a game of international opportunism 
—-siding first with one antagonist, then with the other, then 
staying aloof from both, depending on what is his immediate 
goal. Neutralism is not a long-range philosophy; it is simply 
short-range political and economic opportunism; international 
tightrope walking. 

Perhaps the rise of Neutralism among people who ought to 
be solidly in the corner of freedom and free enterprise is our 
fault. The whole concept of the American system stems from 
a recognition of God. Further, while our material progress has 
been phenomenal, the dignity of the soul, created in the 
image of God, has been completely forgotten in our adver- 
tising of the American Way in foreign countries. We have 
talked too much about bathtubs and washing machines and 
too little about our belief in God and the dignity of the 
individual person. You who are receiving your education 
through the Holy Ghost Fathers will understand this better 
than most, because of your association with the dedicated men 
who are helping to teach you. I hope that we can correct 
our nation’s image in the eyes of the world. 

When I was thinking about the subject I am discussing this 
evening, I first termed the lack of understanding of our free 
enterprise system “ignorance.” Perhaps that is a better term. 
Our system has worked so well, with little deliberate guidance, 
that it has come to be taken for granted. Many people do not 
recognize the key effect of profit on the operation of the sys- 
tem. Profit, of course, is what makes companies healthy, what 
makes them grow, what makes jobs secure, what makes for 
opportunities for everyone involved in the enterprise to 
better his lot—more jobs, better jobs, etc. Yet we find dema- 
gogues, who discredit profit, talking of profit as though it was 
something taken away from the wage earner; in fact, talking 
of profit as though it were the root of all evil rather than a 
key factor in the success of our system. 


PROFIT Is Not AUTOMATIC! 

The role of profit is also misunderstood in high government 
places. We hear a lot of talk now about the growth of Gross 
National Product as a necessity to balancing our federal budget. 
It is assumed, apparently, that an increase in Gross National 
Product, let us say of five billion dollars, will automatically 
bring an increase in tax revenues. What is forgotten, of course, 
is that the major source of tax income to government is profit 
—and that if we have an increase in Gross National Product, 
without a corresponding increase in profit, there will be very 
little in the way of added revenue for the federal government. 
Profit is not automatic; it is possible to have an increase in 
Gross National Product without having an increase in profit. 
There is no doubt that it is highly desirable for our nation to 
have growth in its Gross National Product—but we will be 
gaining nothing if we do not have a concurrent growth in 
profit. 

The consumer “purchasing power theory” for ending de- 
pressions is another economic fallacy receiving recurrent 
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support and praise from those who do not understand. As 
you well know, only a part of our wage earners are engaged 
in producing consumer products. A very substantial number 
are producing for capital markets. For example, many em- 
ployees in the steel industry, or in the machine tool industry, 
or in the mill building industry will find employment only 
if and when users of such equipment are buying it. Increasing 
consumer purchasing power by fiat would have little to do 
with putting those people to work. Those advocating the 
“purchasing power theory” are perhaps unknowingly actually 
encouraging a profit squeeze which could have an effect on the 
economy exactly opposite from that which they preach. 


UNIONS AND “PATTERN SETTLEMENTS” 

Along with these fallacies go some that seem to have become 
well established in the philosophy of some labor unions. In 
an endeavor to raise wage levels, labor leaders in some in- 
dustries have come to insist on applying pattern settlements 
to localities as well as to imdustries. The effect is to force 
satellite industry out of the areas involved and reduce sub- 
stantially employment opportunities. This inevitably injures 
the workingman and it is particularly unfortunate in areas 
where technological changes may be altering temporarily the 
composition of the working force. As a result we see, in such 
areas, what has been described as the “highest rated unem- 
ployed” in the country—living on relief because no jobs are 
available. 

I should mention, too, the tendency to resist improvements 
in equipment or in processing, improvements that increase 
productivity. Productivity must increase if we are to survive. 
This has been the happy corollary to our successful America. 
And to meet challenges from within and without, which I'll 
mention again in a few minutes, we must take every oppor- 
tunity to increase our productivity further. I would like to 
point out further that wages do not necessarily have to in- 
crease as productivity increases, as is so often mistakenly 
advocated. This is a fallacious theory that has gained great 
credence in recent years. The benefits of productivity increases 
are spread more fairly by price reductions than by wage 
increases. Those of you who remember the history of the 
Model T Ford car, which finally sold for about $370, will 
recall this as perhaps the most outstanding example of this 
phenomenon. 

Small, limited, central government was one of the basic 
reasons for the great growth of our country. Unfortunately, 
we appear to have reversed this fundamental concept. One 
out of every eight employed persons in the United States now 
works for government. It costs more than forty billions a year 
to pay just these government workers—which, of course, do 
not include the armed forces. The Federal Government payroll 
alone comes to thirteen billion dollars a year, or about $230 
for every American family. The increase can be noted when 
we see that in 1947 the per-family cost of the Federal payroll 
was $134. 

One result of such big government is high taxes—and we 
have those, doubled in spades. It is an economic fact that 
inflation is inevitable in a nation when taxes consistently take 
more than one fourth of the nation’s total production. This 
is precisely the situation in the United States right now. 
Except for only two years since 1943, when the take declined 
just slightly, local, state, and Federal governments have taken 
almost 30% of the value of all goods and services in America. 


PROFITS ARE BEING SQUEEZED 


In the recent Presidential Campaign, increased benefits for 
the aged were advocated, to be paid for “not by taxes as such,” 
but by increasing the Social Security payments—as though 
Social Security is not just as much a tax as any other that might 
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be enacted. Increased taxes inevitably increase the cost of 
doing business. They are a charge against production. Coupled 
with the dollar-eroding effect of tax-caused inflation, they spell 
trouble for the dollar in foreign exchange and economic 
trouble for the free enterprise system. 

It is no wonder that the April letter of the New York First 
National City Bank, a most authoritative and careful source, 
reports on its tabulation of 2034 manufacturing companies 
and reveals that net income for these companies declined 4% 
in 1960 from 1959, despite an increase in sales. The report 
showed that cost pressures—including costs levied in the form 
of taxes—continue to rise. 

We certainly have a down-to-earth example of the economic 
impact of taxes in a particular tax that hits us all; the gasoline 
tax (which, incidentally, has just been raised two more cents 
per galion in Pennsylvania). With the cost of gasoline pacing 
the rising total operating costs of an automobile, the public 
turned to the economically operated small foreign cars and 
to the American compact cars when they became available. 
The compact cars now account for more than 35% of the 
total production of the American auto industry. A compact 
car requires less steel, less stainless trim, less glass, and less 
of everything else that goes into building a car. Carry this 
back to the manufacturers of steel, glass, rubber, plastics, etc., 
and you can readily see one of the basic reasons for a reduction 
in the operating rates of many of these manufacturing com- 
panies. Further, we see also a reduction in gasoline consump- 
tion, with its corollary effects and a self-defeating reduction in 
the revenue the tax was designed to increase. 

We come now to competition, which is both a creative and 
a regulative force in our free enterprise economy. It is 
creative in that new industries and new companies are 
continually being born to fill the needs and wants of various 
segments of the population. It is regulative in that it does 
not permit to exist any industry or company that has a product 
or service no longer needed by the general economy. Like 
profit, competition is also greatly misunderstood. 


COMPETITION Is TERRIFIC! 


Within our nation, each industry and each company con- 
tinually faces competition—from other industries and other 
companies. This competition, besides being a geographical 
phenomenon, crosses industry lines. New discoveries are 
making important inroads into fields that were traditionally 
the realm of wood, iron and steel, stone, cotton, and silk. 
Boats are being made from reinforced plastics. Aluminum 
has made a strong entry into ghe automotive field—not only in 
decorative trim, but in functional parts. Steel has replaced 
masonry in much new construction and is now being chal- 
lenged by new techniques applied to reinforced concrete. I 
submit that this is all good, healthy competition—the kind 
that keeps us on our toes. It is the kind of competition that 
has resulted, for example, in the development in the steel 
industry of 1000 different analyses of steel. 

Competition within the country can also develop on geo- 
graphical lines. Areas may retrogress in respect to the costs of 
labor or materials and perhaps in respect to market locations 
for one of many reasons. Industry has no choice but to leave 
such areas and to rebuild in the more favorable locations. 
This is simply a matter of survival. And it is, of course, no 
new phenomenon. The textile industry moved out of New 
England; the hard coal industry virtually disappeared; soft 
coal mines in areas have been worked out; worked out gold 
mines left the “ghost towns” of the West; Detroit has retro- 
gressed as a seat of the motor car industry; and Long Island 
no longer has the aircraft factories that it formerly had. In 
such areas, chronic unemployment is inevitable until people 
move away to areas of plus employment. Unfortunately, many 
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dislike to pull up stakes—but the younger people do move. 
Sometimes, usually after local conditions have materially 
changed, other industries move into such areas. 

This other side of this coin often remains unmentioned. 
A giant complex of the chemical industry has been built in 
an area from Baytown, Texas, down through Orange, Odessa, 
and Beaumont and across over into Louisiana. New England 
has been coming to life with a resurgence of industry as a 
result of the establishment there of numerous electronics 
plants. The New York-New Jersey-Philadelphia-Wilmington 
“super city” of the East Coast is a beehive of industrial activity 
ranging from TV-movie making and oil refining to missile 
component manufacture. So, while the competitive force re- 
mains strong in America—so does true freedom of oppor- 
cunity. 

From abroad we see growing threats, too, in the way of 
competition from a labor force working at wages perhaps 
one fourth of ours. In the steel industry we have seen some 
of our traditional markets for barbed wire, nails, reinforcing 
rods, and many others—seriously affected by this foreign com- 
petition. America is importing four automobiles for every one 
it is exporting. In the field of textiles and electronics, flatware 
and china, typewriters, and bicycles, and many others, our 
domestic producers are facing heavy fire from their foreign 
competitors. 


PRODUCTIVITY Must Go UP 


In order to meet competition—both at home and from 
abroad—American industry is going to have to increase its 
productivity and lower its unit costs. There is no other way 
to achieve the kind of solid prosperity that means security 
to the worker, the entrepreneur, the government, and the 
corporation itself. Panaceas of all kinds have been proposed 
in similar circumstances in the past; none of them has ever 
worked. Only the great traditional American discovery: Mak- 
ing an item of greater value and utility at a lower cost—and 
thus spreading the benefits of increased productivity to the 
community at large—can be of real help in this situation. 

Stepped-up research on products and processes has become 
a hallmark of American industry in this competitive sphere. 
Continuous cost-reduction programs and product improve- 
ments are “musts” in every industry that I know about. The 
development of higher skills in management is a hopeful 
sign that the evolving science of management will be given 
even greater play than ever before in American industry and 
commerce. 

A great many fears are being expressed about technological 
improvement in industry, displacement of men by machines. 
This is especially true in times like the present, when there is 
a temporary decline in employment, when business is in one 
of its cyclical dips, and when transition and adjustment are 
less available to men. One of the clearest statements on this 
subject was made on March 28 in Washington, before the 
Subcommittee on Unemployment and Automation, by R. 
Conrad Cooper, an Executive Vice President of U. S. Steel 
and the principal negotiator for the companies in the last 
steel negotiations. Mr. Cooper said: 


“The factual situation is simply this: when business 
is good, the steel industry employs about as many people 
as it ever did when business has been good; when busi- 
ness is bad, it employs about as many people as when 
it ever did when business has been bad. Business has 
been bad for the past several months. 

“The steel industry experience has been, and it is not 
unique, that its increasing efficiency has resulted, over 
the long term, in shipments of more and better finished 
steel, rather than in unemployment. Steel management 
has worked diligently to this end, and we will, as we must, 
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continue to work to the end of making and selling more 
and better steel. I believe it is substantially true, as Ewan 
Clague, Commissioner of Labor Statistics, has often point- 
ed out, that the really tragic technological unemployment 
occurs not in the companies making technological im- 
provements, but in those that do not, thereby losing the 
ability to compete and sustain more and better jobs.” 


WoORKINGMAN NEEDS TO UNDERSTAND 

The absolute necessity to communicate these basic facts 
to the people—especially to the organized union member— 
is a challenge that will face the management man in the 60's, 
and probably for decades after that. Raising wages above the 
rate of productivity increase is economic suicide, because of 
its effect on prices and profits—yet the organized union 
member is largely unaware of its fatal implications. I am not 
sure that we have marshalled all the forces of communication 
that industry can command—to get this story across. Of one 
thing I am certain, however, and that is that the average 
workingman in American industry has little understanding of 
the fundamental mutuality of interest between himself and 
his company. Thirty years of propaganda have done their 
damage. Perhaps the damage is irrevocable among some men. 

Union inflexibility in other ways manifests itself in in- 
creased costs and results in long-range injury to American 
enterprise and to the people it employs. Abuse of power, 
through jurisdictional disputes, “make-work” projects and 
similar ill-advised activities, not only add to the cost of 
doing business but often make it impossible to do business at 
all. 

The American workingman must soon come to the full 
realization that only through his understanding and coopera- 
tion can the American industrial complex survive in the world 
of new competition. He cannot be beaten into it—and under 
modern enlightened management he would not be, even if 
it were possible. But he can be stunned into it—stunned by 
economic dislocation, the loss of jobs, the contraction of the 
labor force, the loss of opportunity. I sincerely hope that our 
economic, political and social course can be so shaped that this 
will not become the experience of our people. I hope that 
union leadership, now firmly secure and in a position of great 
influence, can meet this problem squarely and help manage- 
ment convince the men that we cannot afford to go in different 
directions. 


WE CAN Do It AGAIN! 

I have no doubt that a simple change of attitude—without 
the addition of one nickel’s worth of new equipment in 
American industry—could raise productivity in America by 
at least five per cent per year. Do you know what this would 
mean translated into a solid increase in our Gross National 
Product? At least fifty billions of dollars! For that five per 
cent increase in productivity would generate an additional 
minimum of five per cent as the new wealth works its way 
through the American economy. Our past experience has 
proved this; there is no reason that it cannot be done again. 
Incidentally, Communist governments have starved and 
slaughtered and imprisoned millions of people in an all-out 
effort to achieve a great deal less! 

Isn’t it just plain common sense, and our common duty, to 
achieve this increase if we can, simply by understanding each 
other better and working together more efficiently? 

The challenge of today, and of the 60’s, to American man- 
agement thus is obvious; we must do everything in our power 
to protect and improve the American free enterprise system. 
In fact, as management people we have no other mission. The 
task will require our total effort, our total skills, our entire 
time. It will call for an expanded role for an educated man- 
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agement man and, for this reason among others, I am happy 
to be with you tonight. Each of you, Duquesne University 
itself, and institutions like it throughout the nation, can play 
an important part in this effort, and I think are destined to 
do so. 

I am confident that an alerted American people—looking 
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back to the foundations of the American system, to its past 
glories and accomplishments, and to its unmatched potential— 
can regain their momentum and restore vitality and purpose 
to the free enterprise system. It is the role of management, I 
believe, to see the challenge and to interpret the opportunity. 
I have no doubt that this will be done. 
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TEN WAYS TO GET AHEAD 
By PATRICK B. COMER, JR., Industrial Psychologist and Management Consultant 


Delivered to the Personnel Club, Statesville, North Carolina, January 24, 1961 


N ALMOST ANY FIELD of endeavor there are mainly 
three groups of people: professional, average and incom- 
petent. 

Forget the average man or woman. This person has some 
characteristics of the other two, but he is just as far from the 
top as he is from the bottom. When I speak of a professional, 
I am speaking of someone like Johnny Unitas in football, Ben 
Hogan in golf, or Bob Cousy in basketball. I'm not talking 
about doctors or ministers or lawyers. 

Let's look at the rwo extremes. The professional in industry 
is vibrant, happy, energetic, and an ingenious ball of fire. The 
incompetent puts out a low-intensity flame. A pro attracts 
attention; his opposite goes unnoticed. The professional makes 
his opportunities, while the incompetent leaves them to chance. 

Scientific studies show that a wide gulf separates the supe- 
rior supervisor from the inferior one. But the poor supervisor 
cannot see it. He thinks he is just as effective as the pro. 

Two psychologists, E. E. Ghiselli of the University of Cali- 
fornia and R. Barthol of Pennsylvania State University, studied 
the characteristics of 267 supervisors. They had each man to 
rate himself as a supervisor and compared this with a rating 
by his superior. Of these compared judgments, 157 rated high 
and 110, low. Ghiselli and Barthol’s analysis of their study 
showed these characteristics. 

Good Supervisor 


Poor Supervisor 
Sees production as a means to an 


Sees production as an end in it- 


self—as his personal responsi- end—company success. Feels his 

bility main responsibility is working 
with people 

Tries to “sell” good human Lives good human relations. Re- 

relations. Thinks he is a good _ spects rights and dignity of others, 

fellow who is well liked, but but is somewhat reserved. Even- 


tempered, he sees himself a sta- 
ble, mature person. Feels others 
can trust him 


sees no need to understand and 
respect others 


Active and forward-looking. 
Strongly identifies himself with 
company. Sees his responsibilities 
broadly, as having a job to do 
rather than keeping up with as- 
signed tasks. 


Seems concerned with the impres- 
sion he makes on others. Has a 
narrow approach to his job. Sees 
himself as skilled in carrying out 
instructions. Self-oriented, rather 
than company-oriented 


Shows no sign of leadership that Feels compelled to act independ- 


will make employees want to get 
the job done, but. relies on his 
own ingenuity and intelligence to 


ently in thought and action. Does 
not leave planning and decisions 
solely to his superiors 





do a job. Has a good opinion of 
his worth to the company 


Let me repeat, the poor supervisor thinks he lives up to top 
management's expectations of him, but he fails on two basic 
points: He does not have a true respect for other individuals, 
and he does not identify with his company. 

We have seen some of the characteristics of pro’s and in- 


competents. Now let's look at some of the attitudes that deter- 
mine which a man will be: 

1. One of the main drawbacks to success is an overriding 
desire for security. Getting ahead in industry is an adventure— 
and there aren't many people today who like adventure. Be 
adventurous, and let the security-seekers hide in some com- 
fortable, dimly-lit corner. A man who really wants the ultimate 
in security will find it in the penitentiary where he is fed, 
housed, and cared for. 

2. If you are to succeed you must have a massive interest in 
better things that a higher material existence can bring. This 
is the secret of America’s progress. Someone has gotten us 
mixed up about incentives. One theory says it is evil to want 
the fruits of success. Do you think I'll work hard if I get no 
more for my efforts than the laziest man gets for his? The 
supervisor who gets ahead must have a basic, materialistic self- 
ish interest in a better life . . . and must believe he'll reach his 
goal if he tries hard enough. The door is still open to initiative. 

3. Your attitude toward professional qualifications is de- 
cisive. Some supervisors believe they are natural leaders, and 
need nothing more. Top management is looking for men who 
will study their companies inside and out, learn the immediate 
and long-range aspects of their jobs . . . men who will work 
at becoming a pro. 

4. If you don’t believe in yourself, nobody else will. Many 
supervisors think they cannot overcome obstacles to success. 
And so they do not try. They have what psychologists call “the 
will to fail.” Some of them blame a lack of education for this 
failure. Some doors open faster for college graduates, and 
some jobs can be taught only in college, but a college educa- 
tion is no pass key to success. 

These four attitudes are basic to success in supervision—or 
any other kind of job. You may be surprised to know that lack 
of supervisory ability is the rarest of all reasons some super- 
visors fail. 

Thus far we've had clues to success in supervision. Let's look 
at the 10 steps to becoming a pro: 

1. Join the management team. As we have seen from scien- 
tific studies, the poor supervisor is a supervisor in name only. 
He never really gets on the team. Make up your mind that your 
company’s success is the key to your own personal success. 

When I suggested this to a supervisor a year or two ago, he 
told me, “The top management of my company doesn’t treat 
me as a member of management. How can I be a member of 
management if they don’t want me on the team?” 

I asked what he had done to earn management's respect and 
confidence. He got the point. He changed his attitude and 
started to act like a member of the team. Can you guess what 
happened? In less than six months he was given a $2,000 in- 
crease and promoted. He is now a member of the plant execu- 
tive committee. 


E DAY 


its past 
ential— 
purpose 
‘ment, I 
wrtunity. 


t deter- 


rriding 
\ture— 
ire. Be 
= com- 
ltimate 


is fed, 


rest in 
x. This 
ten us 
) want 
get no 
? The 
ic self- 
ich his 
lative. 
is de- 
Ss, and 
n who 
ediate 
work 


Many 
ICCESS. 
il “the 
ir this 
, and 
sduca- 


n—or 
t lack 
super- 


; look 


scien- 
only. 
- your 
ess. 

10, he 
treat 
er of 


t and 
- and 
what 
0 in- 
Kecu- 


PATRICK B. COMER, JR. 


Management isn’t obliged to hand you authority and respect. 
But if you earn the respect, it will come to you—either in your 
present company or in some other firm. 

2. Accept total responsibility for your job. How can you 
tell whether you've accepted total responsibility? 

A simple test will give you the answer: 

Does your superior have to discover and point out your 
mistakes to you? 

Are most changes suggested by your superior? 

Do you know where your department stands on quality, 
costs, personnel relations, safety, and overhead? Can 
you Cite accurate figures? 

Do you assume that your employees will support a change 
or are you afraid they will resist it? 

The pro is aggressive about his responsibilities. He con- 
stantly strives to perfect his department. The pro is proud when 
higher management looks into his department; the incompe- 
tent fears top management will discover his shortcomings. 

3. Take a professional attitude toward your work. Learn as 
as much as you can about your industry, your products, your 
competitors—and in particular, the techniques of modern man- 
agement. Subscribe to trade journals and read them. Make a 
notebook or a file on the facts about your industry and your 
company. In your home do you have a place set aside as your 
office? Are you learning as much as you can about human rela- 
tions? Survey after survey shows that seven out of ten people 
who fail in management fail because they don’t know how to 
deal with the human element. 

People are complex. Psychologists do not know all there is 
to know about what makes people tick. People aren't as differ- 
ent as you might think when it comes to some of the basics. 
Have you ever watched the audience in a movie house? Don't 
they usually gasp at the same time, laugh at the same time, 
cry at the same time? 

Learning how to supervise people is a never-ending process 
of education. You will never know it all, but you certainly can 
become more professional in your approach to your work if 
you recognize that your chief job is working with people .. . 
and if you try to learn as much as you can. 

The professional never stops studying . . . never assumes he 
knows it all. 

4. Plan your work. Otherwise you are bound to leave some 
responsibility undone. Let me suggest that you try this method: 

Write out every responsibility that you have—how 
complete this list will be will depend on how thoroughly 
you have accepted total responsibility for your job. List 
every one: safety, training, motivation of experienced 
employees, preventive maintenance, control of costs and 

- quality, employee recognition, public relations, house- 
keeping. The whole list! 

Take 12 sheets of paper and head each one with a dif- 
ferent month of the year. Then decide in which month 
and on what day you are going to take care of each re- 
sponsibility. Maybe you'll spend only 15 minutes on some 
responsibilities; maybe you'll spend an hour or longer 
on others. If you try this, you'll see that you are not really 
overworked. You'll find that planning will enable you to 
get your total job done in a way that you'll be proud of. 

Isn’t it as simple as this? If you plan your work, it gets 
done. If you don’t plan, you just never get around to 
carrying out your basic responsibilities. 

5. Don’t get into a rut. If you take the attitude that every- 
thing is running smoothly you have stopped growing. Never 
be satisfied with “good enough.” Try each week to make some 
improvement in your department. Stretch your mind if you 
want to grow. Stay wide awake on the job if you want to suc- 
ceed in management. 

6. Develop your employees to the fullest of their capacity. 
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Respect their ability. Be a good teacher. If you try to do all 
the work yourself, you will continue to have the satisfaction of 
the alibi that you're overworked. This is the favorite alibi of 
the incompetent. The pro takes every chance to teach and to 
develop others. He takes risks with people; sometimes he makes 
mistakes. But the pro develops people . . . and thereby develops 
himself. 

If you don’t remember anything else I've said, burn this fact 
into your memory: people will behave as you expect them to 
behave. If your employees are not working with you, maybe 
it's because you don’t expect that they will. 

7. Discipline yourself to be fair, open-minded, and even- 
tempered. If you are going to be a leader, you must stand a 
little higher than the people you lead. I don’t mean that you 
should be a stuffed shirt. You must stand above the things that 
make petty people petty—such as gossip, cheap devises to be- 
little others playing favorites, and being stubborn just for the 
sake of being stubborn. 

8. Never let yourself be pulled down by mediocrity. This is 
a dangerous disease today. Anyone who catches it will be too 
morally sick to succeed. You see it in schools where poor and 
mediocre students pressure the potentially superior student to 
do less than his best. You see it in industry where poor workers 
and poor supervisors try to pressure the superior ones into 
dropping back to their level. There always will be stupid 
people and lazy people who want the safety and comfort of 
numbers, while higher plateaus are very thinly populated. 

If you want to be happy, associate with happy people. If you 
want to be successful, identify with and associate with success- 
ful people. 

9. Enlarge your vision of life to include as much of this 
grand world as you can. Be well informed. Subscribe to a mag- 
azine like Newsweek—and get the total picture of what is 
going on. Pick out a subject about which you know nothing— 
maybe the exciting story of buried treasures in Egypt—and 
read all you can about it. If you've never listened to classical 
music, buy an album such as the Rachmaninoff's Second Piano 
Concerto or The Overture to Romeo and Juliet by Tschai- 
kowsky. Some popular songs that you can hum from memory 
came from these great classics. 

Your outside life must be enriched if you are going to have 
the fuel for great success on your job. Take an active interest 


in your community. Don’t grumble about politics . . . get out 
and get knee deep in your precinct activity. 
Success needs room .. . and you must enlarge your personal 


resources to make room for success. 
10. Be honest with yourself. 
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